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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones: Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 


IMIUUULUET LULL 


| 


IIL LAUUUL LU 
MIUUAOOUITOALILUDL LAU 


| 
|| 
MTT 
TTT HHT 


MTT 
IHIIIUANLUUU 


INI 


mT 
THT 


Hin 


WN UULUNIUUULUULIUUUUULUSTO AULA ne = 





= Nn POVNNAQUQOLOUUUAUOUUOAUTOOOEEGEOGNEAQNEGGSEQNONUUUOOUOUCGUUEOOUEEPEOGEE GGA EP EPATATEATAG AOU 


_ THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650000 Reserve Account - - £610,000 


(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - = - £1,000,000 


LONDON BANKERS : 
Messrs. Gyn, Mitts & Co. THe Westminster Bank Limitep, Lomparp Street, Lioyps Bank LimITep. 
HEAD OFFICE : 
33/36 Kinc WiLt1aM Street, Lonpon, E.C.4, 
CHIEF OFFICE IN PERSIA: 
TEHERAN. 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Dizful, Duzdab, Hamadan, Isfahan, 


Kazvin, Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, 
Resht, Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 
Bacpap, Basra, Kirkuk, BomBay, 
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HE BANK transacts Banking Business of every description in 
and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 
Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 
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Correspondents in all important places abroad. 
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International Bank 


™mETIRST 
NATIONAL BANK of 


BOSTON 


1764 3% 3 39329 
BOSTON, U.S.A. 
Foreign Branches 
Cusa ARGENTINA 


Havana, CiENFUEGOs, SantiaGco, Sancti, SPiRiTus Buenos Arres 
European Representatives 


LonpDon Paris BERLIN 
24, Old Broad St. 39, Rue Cambon 52, Unter den Linden 


Capital and Surplus - $50,000,000 


THE 


Hongkong and Shanghai Banking Corporation 


(Incorporated in the Colony of Hongkong.) 


AUTHORISED CAPITAL Pee iss oe wed $50,000,000 
ISSUED AND FULLY PAID U aoe pes ame $20,000,000 
RESERVE FUNOS— 
STERLING se. ia jue ‘ss om on iy iy 
SILVER am wus ‘ ole ons we $14,000, 
RESERVE LIABILITY OF PROPRIETORS ..... $20,000,000 


HEAD OFFICE: HONGKONG. 


COURT OF DIRECTORS: 
N. S. BROWN, Chairman. 
W. H. BELL, Deputy-Chairman. 
Hon. Mr. B. D. F. BEITH W.L. PATTENDEN 
A. H. COMPTON T. E. PEARCE 
M. T. JOHNSON J. A. PLUMMER 
B.L. LEWIS J. P. WARREN 
CHIEF MANAGER : Hon. Mr. A. C. HYNES. 


BRANCHES AND AGENCIES: 


Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colombo, Dairen (Dalny), Foochow, Haiphong, Hamburg, 

Hankow, Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe (Hiogo), Kowloon, Kuala Lumpur, London, Lyons, Malacca, 

Manila, Moukden, Nagasaki, New York, Peping (Peking), Penang, Rangoon, Saigon, San Francisco, Shanghai, Singapore, 
Sourabaya, Sungei Patani, Tientsin, Tokyo, Tsingtao, Yloilo, Yokohama. 


COMMITTEE IN LONDON: 
Sir Charles Addis, K.C.M.G., Chairman, 
A. H. Barlow Sir George Macdonogh, C.B.E., Sir Geo. Sutherland 
C. A. Campbell K.C.B., K.C.M.G. A. M. Townsend 
David Landale Lord Revelstoke Cc. F. Whigham 
MANAGERS IN LONDON: 


Sir Newton J. Stabb H. D. C. Jones 
Sub-Manager: R. E. N. Padfield Accountant: A. Moncur 


9 GRACECHURCH STREET, LONDON, E.C.3. 
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BANK FOR RUSSIAN TRADE LIMITED 


58-60 Moorgate, London, 
BALANCE 


LIABILITIES. 
£ s. d. 
SHARE CAPITAL— 
Authorized- 
750,000 
Shares 
of £1 


each 


£ 


750,000 0 0 


ee 
Issued— 


550,000 Shares of £1 
each, fully paid 
RESERVE P ee 
LOANS AGAINST INV 
MENTS AND OTHER SECU- 
RITY ae ~ 7" 
CURRENT, DEPOSIT AND 
OTHER AccouNTs (includ- 


550,000 
190,000 


E.C.2 
SHEET, 30th June, 1929 





ASSETS. 
s. d. 
CASH IN HAND AND WITH 
BANKERS IN LONDON 
CASH WITH BANKERS ABROAD 
(United States of America, 
Germany, «c.) 
LOANS AT CALL 
BILLS DISCOUNTED 


£ 
532,132 
172,900 
125,000 
652,724 


INVESTMENTS (British Govern- 


ment Securities) 
LOANS, ADVANCES 
OTHER ACCOUNTS. 
LIABILITIES OF Cl 
FOR ACCEPTANCES 
ENDORSEMENTS, as 
Contra 


0 
0 


0 oe 
0 AND 
TOMERS 
AND 

per 


13 


624,000 


766,535 


1,986,631 





LIABILITIES OF CUSTOMERS 
ON BILLS REDISCOUNTED, 
as per Contra é as 

LIABILITIES OF CUSTOMERS 
ON GUARANTEES AND OTHER 
ENGAGEMENTS, as per 
Contra ate os oe 

BILLS AND DOCUMENTS FOR 
COLLECTION 


ing Balance of Profit and 
Loss Account) 4 ve 
ACCEPTANCES AND ENDORSE- 
MENTS ON ACCOUNT OF 
CUSTOMERS AGAINST DE- 
POSIT OF INVESTMENTS 
AND OTHER SECURITY OF 
£124,299 16 11 
BILLS REDISCOUNTED 
GUARANTEE AND 
ENGAG NTS FOR 
COUNT OF CUSTOMERS 
BILLS AND DOCUMENTS FOR 
COLLECTION, per Contra 


3,101.490 


1,986,631 
. 3,101,490 
OTHER 
Ac- 

652,856 


1,588,137 


£10,202,409 £10,202,409 1 





AIAKHOVSKY, Manager. Hl. A. WESSON, Chief Accountant. 


A. P. KASPARSON A.l 
E. SOLOVEITSHIK, Deputy Manager. 


: ; A} 
RP: AVRAMOFE } ree 
A. L. REINGAND 

We report to the Shareholders that we have examined the above Balance Sheet with the books of the Bank, and have obtained all 
the information and explanations we have required. We have verified the Cash in Hand, Cash with Bankers.in London and Abroad, 
Securities held against Loans at Call, Bills Discounted and Investments by inspection or by certificate of Bankers. In our opinion, 
the above Balance Sheet is properly drawn up so as to exhibit a true and correct view of the state of the Bank's affairs, according to 
the best of our information and the explanations given to us and as shown by the books of the Bank. 

$ Frederick’s Place, Old Jewry, London, E.C.2. 31st July, 1929. PRICE, WATERHOUSE & CO., Auditors. 
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Che 


Investors’ Chronicle 


Money Market Review 


ESTABLISHED 1860. 


AN INDEPENDENT FINANCIAL JOURNAL 


Every Saturday. 


Certified Net Sales EXCEED 21,000 copies weekly 


being larger than those of any other weekly newspaper in the United Kingdom 
that makes its appeal to the Business Man and Woman. 


Sixpence. 


Each issue contains a unique feature : 


** Overseas Finance ”’ 


being contributions from special correspondents, by cable and mail, regarding 
financial and economic conditions abroad. 


Editorial and Advertising Offices: 20 BISHOPSGATE, E.C.2. 











Commerz- und Privat-Bank 


Aktiengesellschaft 


HAMBURG-BERLIN 


250 other places throughout Germany 


CAPITAL AND SURPLUS 
RM 115.000.0000 





ALL BANKING TRANSACTIONS 





Amsterdam: N. V. Hugo Kaufmann & Co.’s Bank 
New York: Konrad von Jiberg, 50, Broadway 


Cable address for main offices and branches “Hanseatic” 








GERMANY 


DUSSELDORF 
RHINELAND 








Palast-Hotel 


BREIDENBACHER HOF 


A Home away from Home 


UP-TO-DATE COMFORT 
BAR GRILL ROOM 


Manager: Hermann Bieger 


— 


162 BRANCHES IN 
FINLAND 


oO 


Capital and Reserves : 


Fmk. 417,000,000 


Oo 


KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank) 


Head Office: HELSINKI 
(Helsingfors) FINLAND 





ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


CAPITAL (FULLY PAID) £2,500,000 RESERVE FUND £2,795,787 
DEPOSITS £44,674,151 


CORRESPONDENTS VER 2 YEAR F TOTAL NUMBER 
THROUGHOUT THE ° - — 9 OF BRANCHES 
ENTIRE WORLD COMMERCIAL BANKING 233 


London—City Office : 49 CHARING CROSS, S.W. 1. 
3 BISHOPSGATE, E.C.2. London—West End Offices {7 NEW BOND STREET, W.1. 


Head Office: EDINBURGH 


General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 


NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - - - £3,000,000. 
RESERVE FUND - - : - £2,875,000. 


London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan) 


Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund . - - - - ~ - - Yen 105,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENcigs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau. Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London. E.C. 2. 
D. NOHARA, Manager. 





“A. M. BONNER, L™®: “*** 


30 LIME ST. and 7 BLOMFIELD ST. 


LONDON, E.C.3 LONDON, E.C.2 
1a so RUB B E . ) JAM Ce tis 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND pt DATING MACHINES, COMPANY 
SELF-INKING PADS “A Speciality SEALS, GENERAL ENGRAVERS 





MARTINS 
BANK 


LIMITED. 


Head Office: 
7, WATER ST., LIVERPOOL. 
London Office: 
68, LOMBARD ST., E.C.3. 
Mazrchester District Office: 
43, SPRING GARDENS. 


Capital Subscribed £20,602,272 
Capital Paid Up an] Reserves £7,729,413 
Depos'ts, etc. at 30 June, 1929 £80,198,729 


The Bank has over 560 Offices, and Agents 
in all the principal towns at home and 
abroad. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 


THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1¢&0 


Capital subscribed Yen 100,000,000 

Capital paid up - - Yen 60,000,000 

Reserve Fund - - Yen 64,000,000 

Undivided Profits - Yen 3,007,821 
(Dec. 1928) 


Head Office: TOKYO, JAPAN 


Branches in a!l the principal cities 
in Japan, and in tombay, New 
York, S .anghai, Sourabaya. 


LONDON OFFICE: 


Winchester House, Old Bread Street, 
E.C. 2. 


Telephone - - LONDON WALL a 


Cable Address ** MITSUIGINK, LONDON” 





|" BANCA NAZIONALE | 
— DICREDITO 


Capital—Lire 300,000,000 
Reserve—Lire 60,000,000 
Deposits 
(30th April, 1929) 
—over Lire 2,335,000,000 


Head Office: MILAN 
Offices at: 
Milan, Naples, Genoa, Rome, 
Turin, Palerme, _ Trieste, 
Bologna, Florence, Venice. 
80 Branches in the principal 
industrial and commercial 
points of Italy. 


Representative Office in New 


York: 76 William Street. 
EVERY KIND OF BANKING BUSINESS 





The Ho Hong Bank 


Head Office: 
94 MARKET STREET 
SINGAPORE 


BRANCHES: 

Penang, Malacca, Muar, Batu Pahat, 
Palembang, Hong ee Seremban, 
Batavia, Shanghai 
LONDON BANKERS: 

Midland Bank Ltd., Threadneedle Street, 
LONDON 


National City Bank of New York, 36 
Bishopsgate, LONDON, E.C.2 


CAPITAL: 
Authorised .. $20,000,000 
Issued Ss ea ats 8,000,0 
Paid-up a si .. 4,000,000 
Reserve Liability of Shareholders 4,000,000 
Reserve Fund and Rest 2,219,000 


Current Accounts opened, Fixed Deposits 
received, Exchanges bought and sold and 
General Banking Business transacted. 

Interest allowed on Current Accounts at 2 per 
cent. p.a. Other rates may be ascertained on 
application. 

This Bank also undertakes the office of 
Executors and Trustees. 


Managing Director - - ~- LIM PENG MAU 
General Manager - ~- ~ SEOW POH LENG 





. 
DAILY RECORD 


FACTS 
FIGURES 
INVESTORS 


FINANCIAL NEWS 


The pre-eminence of the Financial News 
has been achieved during more than forty 


years of public service. Its consistent 


policy is to promote the interests of all 


classes of investors, and it has built up a 
great reputation for accurate information 
and guidance. The Financial News is the 
channel for authoritative pronouncements 


of the world’s foremost financiers. 








Offices : | 


14, 18, 20 Bishopsgate, London, E.C.2. 


Telephone : Telegrams and Cables : 
Avenue 7543 (6 lines) Finews, Stock, London. 

















Editorial Announcement 


EADERS of THE BANKER will have observed that in 
recent issues various additions have been made _ to 


the range of its contents. 


One of the most significant developments of the post-war 
period has been the movement leading to the creation of new 
central banks, and the constructive, if critical, survey of the 
policy of pre-existing central banks. Not only the interest 
attaching to this question, but also the attention called for 
by general commercial banking in the Dominions, make 
desirable the recording of contemporary discussion and 
progress. To this end correspondents have been appointed to 
write regular articles on banking in Canada, South Africa, 
India, and Australia. 


In addition to this extension of scope, arrangements have 
been made to enhance the value of the section devoted to 
English home banking. In every issue, for instance, the 
problems which managers are called upon to meet receive 
special attention ; the predominantly legal character of bank- 
ing practice is provided for by the insertion of two monthly 
articles; in each issue there is a special article dealing with 
some outstanding aspect of English banking; while, lastly, 
regular space is given to bank architecture, bank statistics, 
and book reviews. 


This development and consolidation of policy, resulting in 
extended space being required for purely banking topics, has, 
however, necessitated the withdrawal of THE UNDERWRITER 
SUPPLEMENT, publication of which has now ceased. This 
does not mean-that articles dealing with insurance will no 
longer appear; for, in so far as the banking and insurance 
professions have similar interests, this will be recognized by 
the publication of periodical articles devoted to appropriate 


insurance subjects. 























The New 


REMINGTON 


GENERAL UTILITY MACHINE 


FOR BANKS 


Speeds up production, reduces 
cost of operating expenses and 
gives to clients that assurance 
and satisfaction which is 
obtained by accuracy and 
neatness of detailed information. 


Distributed and Serviced by the 
ACCOUNTING AND ADDING MACHINE 
DEPARTMENT 


of the 


REMINGTON TYPEWRITER CO. LTD., 
100 Gracechurch Street, 
London, E.C.3. 
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INTERNATIONAL ACCEPTANCE BANK 
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NEW YORK 





International Banking Transactions 


PAUL M. WARBURG J. STEWART BAKER F. ABBOT GOODHUE 
Chairman Vice-Chairman President 





London Representative: 4 Adams Court, Old Broad St., London, E. C. 2 
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The New Stock Exchange Law of 
Roumania 


and urgent, by two great needs, one of greater importance than the other. 

Firstly, there was need for the unification of the three regimens—the regimen 
of laws in Old Roumania and Bessarabia, the regimen of the Austrian laws in Bucovina 
and that of the Hungarian laws in Transylvania and Banat—between which there existed 
fundamental differences. The lack of unity in the organization of this institution, which 
closely concerns the commerce and finance of the country, did not agree with a unitary 


organization of the State. 
Besides this, it threatened certain greater interests—some of a material character and 


others of a moral character. 

Secondly, there was the need of perfecting the old organization of the Stock Exchange 
values, which no longer corresponded with the new conditions and important changes 
which took place in the economic and financial life of the country, after the Great War. 

The organization of this institution had to be made in conformity with the actual 
needs of the State, which resulted from the great transformations brought about by the 
late war. 

The fundamental innovations of the new law are :— 

The separation of the deeds, shares, and exchange stocks from those of goods, after the 
nature of the transactions made in these Stock Exchanges. 

The increasing of the number of Stock Exchanges which could be established in 
important economic and financial centres, which until the present was impossible. 

Finally, from now onwards, Roumania will have one single legislation to be applied 
to the Stock Exchanges throughout the country, established and organized on the same 
lines. 
The most important innovation, without doubt, is the creation, for the first time, of 
the Syndicate Chamber—an Association controlling solely Stock Exchange agents, with 
the aim of assuring prompt and sure liquidation of all Stock Exchange transactions. 

The creation of the Syndicate Chamber will permit, through prompt and sure 
liquidation, the reintroduction of term transactions forbidden in Roumania since 1914. 

The re-establishment of the term market certainly is the capital point of the new law. 
With its introduction, the Roumanian Stock Exchange ceases to be a simple office for the 
sale or the exchange of paper, in the form of shares, of diverse financial and industrial 
enterprises. 

It again regains its real importance, which consists in the valorification of the 
national titles of value in relation to the importance of the enterprises, with their periodic 
developments, with their prospects for the present and future. 

As long as the transactions in the Stock Exchange were made only for immediate 
liquidation, the bulk of transactions were in function of the cash disponibility of the 
private parties who patronized the Stock Exchange, and who, at a certain moment, 
capriciously felt the need of buying or selling certain national titles of value. 

The titles rose or fell in price under the influence of this caprice, without having any 
connection with the situation or development of the enterprises whose titles were negotiated 
with their outlook, or with the great economic or political events of the day. 

Totally different will be, from now onwards, the situation of the Roumanian Stock 
Exchange, when its function is put into action and working normally with a cash market 
and a term market. 

Truly, the Stock Exchange on term, creates along with the cash market the basis 
necessary to this institution for the purpose of assuring the volume of transactions, 
indispensable to the normal equilibrium of the Stock Exchanges. 

Thus, being brought back on normal lines, through the new law of organization, the 
Roumanian Exchange of values will be what it should have been: an unapproachable 
instrument for the valorification of national titles of value of which the economic and 
financial life of the country has immediate need. 

Moreover, the valorification of the national titles of value will give opportunity, 
without doubt, to the influx of foreign capital to the country, which will have as its 
consequence the revival of the activities of the financial market, so much neglected in 
late years. 

Because of all the above considerations, we find the new law of the Stock Exchange in 
Roumania to be one of the most valuable laws passed by the Maniu Government. 


T= reorganization of the Roumanian Stock Exchange has been made imperative 
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A Banker's Diary 


Mid-July to mid-August 


THE outflow of gold reported in the August issue of 
THE BANKER has persisted almost throughout the 

ensuing month, being especially evident 
Gold Efflux towards the end of July. From July 25 to 

August I, for example, there was an efflux 
of over £10,000,000, and compared with a total gold 
holding of £163,000,000 on June 12, on August 15 the total 
was £140,000,000. By far the largest amount has been 
taken by France (at one time the franc touched 123.743) 
while Germany also obtained a notable share. Of late, 
also, the dollar exchange has favoured shipments to 
U.S.A., and while there are signs that the French and 
German demands have, for the time, been met, it 
is as yet impossible to assume that the drain has 
ended. 

The effect of the efflux on the Bank’s reserve (which 
on August 8 fell to 22°4 per cent.) led to a tightening of 
market rates, the rates for three months fine Bank Bills 
at one time being around 53 per cent., while Treasury 
Bills were allotted on July 26 at the record rate of 
£5 9s. 1°85d. Fears that a rise in Bank Rate would be 
necessary were allayed somewhat by Mr. Snowden’s 
speech at the Mansion House dinner of July 24, in which 
he expressed a hope that the Bank might be able to meet 
the difficulties resulting from the loss of gold without 
raising the rate, as he feared that the psychological effects 
of this would be “very injurious to trade and enterprise.”’ 
He also appealed to bankers to exercise caution in regard 
to foreign lending when the exchanges were unfavourable. 

A renewal of the fears occurred, however, when the 
Federal Reserve Bank of New York raised its rate by 
1 per cent. to 6 per cent. on August 8. These were dissi- 
pated by the publication on August g of an official state- 
ment issued by the Bank of England, to the effect that 
the raising of the New York rate did not necessarily 
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imply a corresponding, or offsetting, rise here. In the 
week following the Bank again issued an official state- 
ment, denying the rumours to the effect that it had been 
found necessary to arrange a £50,000,000 credit in U.S. 


At the half-yearly meeting held in Dublin the chairman 
of the Hibernian Bank said that rumours had been 
circulated to the effect that it was likely to 


a be absorbed by the Bank of Ireland. For 


these, he said, there was no justification. 


THE periodical return of new capital issues made in 
U.S. during the half-year ended June 30 last shows that 
the gross total of mew _ issues' was 

Capital Issues $5,500,882,723. From this there has to be 
in U.S. deducted for conversions, repayments, and 
similar operations a sum of $864,509,178— 

leaving a net total of $4,642,373,545. This, compared 
with a total for the equivalent period of 1928 of 
$2,923,886,192, registers a remarkable increase. Analysis 
of the detailed figures shows that there is a decided 
tendency to invest in shares as opposed to bonds, and 
this is largely responsible for the enhanced total. 


At the annual assembly of the National Savings Move- 
ment, which was recently held at Bournemouth, Major- 
; General Seely reported that during the past 
oe year there was an increase of no less than 
Savings J ; . 
£5,500,000 in the amount of savings cer- 
tificates purchased, the total registered being over 
£52,000,000. Another favourable indication was the fall 
in the total of withdrawals to £43,000,000—£3,750,000 
less than in 1927-1928. He further pointed out that 
upwards of 7,000 savings associations had now been 
established in places of employment. 


IN 1926 a committee was appointed to make a thorough- 
going examination of Germany’s monetary and banking 
system with a view to the prescription of 

German remedies for various anomalies and a cer- 
ee tain friction in working. The first part of 

- its report, which is now issued, disagrees 
strongly with Dr. Schacht’s policy as regards external 
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borrowing, and in connection with this it condemns the 
restrictions imposed on external municipal loans by the 
Beratungsstelle which compelled municipalities to cover 
their requirements in the domestic market, and thereby 
assisted in provoking monetary stringency. The report, 
moreover, does not entirely approve of the creation of the 
Gold Discount Bank. 


OveER fifty delegates met for the Hague Conference 
which opened on August 6. Hitherto no settlement has 
been achieved. JDiscussion has chiefly 
Pa centred around the following points raised 
without delay by Mr. Snowden. Great 
Britain objected to: (1) The division of the Reparations 
annuity into conditional and unconditional portions; 
(2) the alteration of the percentage sharing of the 
annuity determined by the Spa agreement; (3) the 
provisions relating to proposed deliveries in kind. In 
dealing with these points Mr. Snowden mentioned that 
Great Britain believed the proposed new annuity to be 
within Germany’s capacity, but no Government was 
bound to accept the expert’s report; under the Balfour 
note arrears were due to Great Britain of £200,000,000 ; 
since the immediate difficulty of allocating the Reparation 
receipts concerned the Allied Powers only he proposed 
that a committee of Treasury experts should be set up 
to deal with it. 

Hitherto the four other major powers (France, Italy, 
Belgium, and Japan) have failed to agree to Mr. Snow- 
den’s demands. He in turn, on behalf of Great Britain, 
has found it impossible to accept their proposals for an 
increase in the quota of the Reparations annuity assigned 
to Great Britain. 


On July 15 Mr. Snowden was questioned in the House 
of Commons as to his attitude towards the gold standard. 
He replied that he had no intention of 
Gold Standard calling the gold standard in question, but 
C and that he intended to consider the necessity 
entral Bank “ Ds Sibins i. 
or otherwise of inquiring into the operation 
of the existing banking and credit system 
with a view to effecting improvements. 


Conference 
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On July 16, in reply to a question in the House, 
Mr. Snowden stated that before considering whether the 
time was now ripe for the Conference of Central Banks, 
contemplated by the Genoa Conference of 1922, he would 
prefer to await the decisions which must shortly be taken 
respecting the establishment of a Bank for International 
Settlements, as proposed by the Committee of Experts. 


On July 18, in reply to a question in the House, Mr. 
Snowden stated that the headquarters of the proposed 
Bank for Bank for International Settlements had 
International not been decided; further, its capital, as 
Settlements also its accounts, would be expressed in the 
currency of the country where it was to be domiciled. 


BARCLAYS BANK SOCIETA ANONIMA ITALIANA, ROME, 
intends to reorganize its capital by reducing the paid-up 
. .. Capital from 21,875,000 lire to 12,250,000 
~— lire. Subsequently proposals will be made 
taly J t : : 
to the shareholders to increase the capital 
to 50,000,000 lire. This bank is affiliated to Barclays 
Bank Limited, and was established in 1925 with the 
participation of the British, Foreign and Colonial Cor- 
poration. No information has been given as to the 
necessity for reorganization, but this is ascribed to the 
recent unfavourable business conditions prevailing in 
Italy. 


On July 22 the Bank of Java raised its discount rate 
from 4% per cent. to 54 per cent. On August 8 
Bank Rate the Federal Reserve Bank of New York 
Changes__ raised its rediscount rate from 5 per cent. 
to 6 per cent., and on August 16 the Reserve Bank of 
South Africa raised its rate from 54 per cent. to 6 per cent. 


THE attempt to float a rupee loan in London not having 
been successful, the Indian Government has resumed its 
borrowings on Treasury Bills. These, how- 
ever, have met with a poor response, so that 
it is doubtful if the Government will succeed 
in its object of tightening up monetary conditions with 
a view to causing the exchange position to improve. 


Indian 
Finance 
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The Bank of England and Publicity 


ANKING students and writers, from Bagehot down- 
B wards, have never lacked either faculty or facility for 
directing against the most important central bank of 
the world a criticism of its methods of conducting business. 
In the early nineteenth and late eighteenth centuries 
indeed (when, however, it had attained neither the pre- 
eminent position nor the traditionally sound reputation for 
the administration of its functions which mark the last 
half century of its history), it is true that the criticism 
was more acute, more direct, contained less implication of 
reverential fear for authority, and, even though it often 
suffered in justification by reason of the intrusion of 
alien polemics, was generally wholesome and useful. 

In the less disturbed decades prior to the war period, 
however, when the Bank acquired a reputation for 
strength and profound financial wisdom, criticism was 
neither loud nor persistent. Then, usually, bank rate was 
not high and therefore not burdensome, gold stocks were 
not deficient nor unduly concentrated in one corner of the 
globe, trade was not so greatly nor for so long depressed ; 
and in short, central banking tactics were not obtruded 
upon the everyday experience of the business men and 
economists—to say nothing of the country as a whole. 

The post-war period more completely changed all 
this old order than is generally believed. This statement 
has not reference alone to the more obvious but special 
and transitory difficulties, such as the cessation of demand 
for war commodities, but particularly to the more per- 
manent major central banking problems, of which so many 
are not yet solved. Of these the outstanding problem for a 
decade has been that of gold movements, which obviously 
also includes the problem of interest and discount rates. 
For the Bank of England this problem has been particularly 
difficult. And, to speak generally, the Bank’s post-war 
holdings of gold have normally been too little rather than 
- too large: and for this reason, mainly, its official rate has 
been relatively high. It follows that the resultant dear- 
ness of money, coupled with a certain inevitable stringency 
of policy, have naturally attracted criticism, and especially 
so because both phenomena have persisted throughout 
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the years, and all classes in the community have been 
directly or indirectly affected. 

To review the criticisms—the range of which might 
be indicated by reference to Mr. J. M. Keynes’ famous 
“Monetary Reform” on the one part, and to Mr. R. 
Hopkins’ “Control and Reform of the Bank of England”’ 
on the other, and in connection with which may be 
mentioned Mr. R. McKenna’s plea for an inquiry into 
the working of the Bank—is not now to be attempted. 
Instead, it is sufficient to point out that, however widely 
the critics may differ in other views, they are without the 
least hesitation agreed that the Bank should cease to be 
unduly secretive and to hold itself aloof; for it is difficult 
to find either reasons or acceptable explanations for an 
idiosyncrasy which should long ago have been shed. 
When, therefore, towards the end of last year the Bank 
made certain significant and interesting alterations in 
the form of the Weekly Statement, a first step was taken 
towards meeting a consensus of criticism. A second step 

much more important than the first—was taken on 
August 9, following the unexpected announcement by the 
Federal Reserve Bank of New York on August 8 that its 
rate had been raised by 1 per cent., when the Bank of 
England issued an official statement to the market to the 
effect that, provided the rate for bills remained firm, 
there was no apparent reason to advance the official rate. 

This public notification took the place of a compromise 
arrangement which has existed hitherto, by which only 
official hints were given to the Discount Houses’ Com- 
mittee which, moreover, were always to be treated as 
confidential. Needless to say, the new step was welcomed, 
as was also a third step taken on August 15, when the 
Bank denied rumours concerning the arranging of a 
$250,000,000 credit in U.S. 

Obviously, if these moves represent a change in policy 
they deserve a greater welcome still, and it is with that 
hope and on that expectation that this is written. For 
besides the absence of justification for persistence in a 
negative policy which ignores all comment and criticism, 
the affirmative policy pursued under the Federal Reserve 
System need alone be cited as an indication of a more 
socially desirable kind of public banking administration. 

x 
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British Banking Enterprise Abroad 


Its Development and Functions 


banking during recent years have sometimes 

tended to obscure the fact that many of the 
institutions operating abroad (which have their head 
offices in this country and are _ controlled from 
London) were established far back in the nineteenth 
century. With the rise of Great Britain as an industrial 
nation and the development of her external trade, the 
need for banking services in all parts of the world to 
facilitate the movement of goods between country and 
country was quickly apparent; and it resulted in the 
creation of a number of banks, which not only provided 
ordinary banking services in the territories they served, 
but were also especially equipped for the conduct of business 
connected with international trade. It has become almost 
a truism that trade follows the banks, and the enterprise 
displayed in the past by British bankers in this way was 
an important factor in the attainment by Great Britain of 
her pre-eminent position among the exporting nations of 
the world. The contribution of this country to the 
development of overseas banking, however, was not 
confined to the establishment of institutions of this 
particular class; and many of the banks abroad, par- 
ticularly in the Dominions and Colonies, have, in the past, 
obtained a considerable portion of their capital from 
British investors, besides relying largely on recruits 
from Great Britain for the men to staff their various 
offices. In many cases these conditions still apply, 
and although with the growth of population and the 
accumulation of capital resources abroad the depen- 
dence on external supplies of men and money may become 
less pronounced, Great Britain continues to provide both 
on a substantial scale. 

Progress among many of the British banks Operating 
in particular territories abroad has been rapid during the 
past thirty years, and it would be far beyond the scope of 
this article to attempt to trace in detail the numerous 


, "HE important developments in British overseas 
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developments which have occurred.* All that can be 
attempted is to illustrate the expansion which has taken 
place, and to indicate briefly the closer banking con- 
nection established in recent years between most of the 
leading domestic British banks and overseas countries. 

In 1899, according to the Banking Almanac for 1900, 
the British banks which, while operating through branches 
in Australia and New Zealand, had their head offices in 
London, consisted of the five institutions appearing in the 
first of the two following tables, while the position, as 
disclosed in the 1928-29 edition of the same publication, 
is shown in the second :— 


TABLE A.—BRITISH BANKS WITH HEAD OFFICES IN ENGLAND but 
operating mainly through BRANCHES or AGENCIES in AUSTRALASIA. 

| 
No. of 


Paid up 
Capital. 


Ye > 
gaa of | Branches 
rps | and 


Sheet. , 
heet Agencies. 


Notes 


Deposits, 
Issued. 


ete. 


Name of Bank oy 


£ £ £ 
800,000 | 15,419,664° 459,737 
2,407,437% 30,778 


£ 
April 10 148 1,600,000 
1899. 
June 30 
1899 


Bank of Australasia 
539,437 16,904 
2,749,016! 


English, Scottish 83 
and Australian 
Bank, Ltd. 

London Bank 
Australia, Ltd. 

National Bank of 
New Zealand, 


Ltd. 
Union Bank _ of 


45 1,419,345 _— 5,563,418 -- 


37 


Dec. 31 
1899 
March 31 
1899 


of 


250,000 60,000 | 2,279,181 | 180,790 


Feb. 28, 103 1,500,000 | 1,000,000? 14,837,784 451,519 


Australia, Ltd. 1899 
TOTAL 


+ Perpetual Stocks. 
* Including Bills Payable, e 


TABLE B.—BrITISH 





| 416 
| 


8,057,798 | 1,876,904 40,507,484 


2 Including Contingent Account £250,000. 


te. 


1,122,824 


* Including £469,474 Terminable Deposit Receipts. 


BANKS WITH HEAD OFFICES IN ENGLAND but 


operating mainly through BRANCHES or AGENCIES in AUSTRALASIA. 


Date of 
Balance 
Sheet. 


Name of Bank 


Bank of Austra- Oct. 10, 
lasia. 927 
English,Scottish June 30, 
andAustralian 1927 

Bank, Ltd. 

National Bank March 31, 
of New Zea- 1928 
land, Ltd. 

Union Bank of Feb. 29, 


No. of 
| Branches 


Paid up 


and Capital. 


Agencies. 


£ 
4,000,000 


,625,060 
,030,966' 


2 
2 
2,000,000 


204 4,000,000 


£ 
3,850,000 


Reserve 
Fund. 


Deposits, 
etc. 


Notes 
Issued. 





2,465,000 
2,600,000 


4,850,000 | 


— 
31,478,756 
33,088,509 


12,088,015 


33,978,582 | 


& 
427,542 
1,118 


118 


1,173,482 


572,394 





Australia, Ltd. 1928 


TOTAL 


942 


a Perpetual Stocks. 


14,655,966 | 13,165,000 





110,633,862 


2,174,536 


*Further details are given in ‘‘ The Amalgamation Movement in English 


Banking (1825-1924).”’ 


By J. Sykes. 


X 2 
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It will be observed that by 1928, the number of banks 
had been reduced to four, owing to the amalgamation in 
1921 of the London Bank of Australia with the English, 
Scottish and Australian Bank. Later in the same year, 
the latter institution purchased the Commercial Bank of 
Tasmania, whose deposits, as shown in its last published 
balance sheet, amounted to nearly {24 millions; and in 
1927 it also acquired the Royal Bank of Australia, having 
deposits of rather more {5 millions. After making due 
allowance, however, for the influence of these absorptions 
and for the alteration in price levels during the interval, 
the figures clearly indicate the expansion which has taken 
place. 

Similarly, in the case of South America, the five 
British banks shown in the first of the following tables as 
operating in that continent at the close of last century 
had, by 1928, been reduced to four. 


TABLE C.—BRITISH BANKS WITH HEAD OFFICES IN ENGLAND but 
operating mainly through BRANCHES or AGENCIES in SOUTH AMERICA. 


No. of 
Date of Branches Paid mf | Reserve Deposits, 
Balance Sheet. and Capital. Fund. | ete. 
| Agencies. 


Name of Bank. 


| 


£ £ £ 
os ’ ‘ene Bank, | Sept. 30, 1898 2 349,800 | 15,000 268,379 


Bank of Tarapacd and | June 30, 1899 8 500,000 40,000 1,262,570 
London, Ltd. 

British Bank of South | Dec. 31, 1898 8 500,000 320,000 6,251,586 
America, Ltd. 

London and Brazilian | Jan. 31, 1899 16 750,000 600,000 2,469,797 
Bank, Ltd. 

Londonand River Plate | Sept. 30, 1898 13 900,000 | 1,000,000 | 17,557,505 
Bank, Ltd. 





Toray Sa Be 47 2,999,800 | 1,975 000 | 27,809,837 





TABLE D.—BnritTIsH BANKS WITH HEAD OFFICES IN ENGLAND but 
operating mainly through BRANCHES or AGENCIES in SOUTH AMERICA. 





| 
i ‘ Date of | No.of | Paidup | Reserve Deposits, 
Name of Bank. Balance Sheet.| Branches. | Capital. Fund. ete. 


£ } £ £ 
Anglo- cone American ve 30, 1928 | 4,367,330 | 3,256,422 | 49,341,126 


B td 

Bank of London and | Sept. 30, 1927 | 3,540,000 3,000,000 | 37,956,767 
South America, Ltd. | | 

British Bank of South | Dec. 31, 1927 | 1,000,000 | 1,000,000 | 5,930,277 
America, Ltd. | | 

Commercial Bank of | | tenis 30, 1928 | | 500,000 — | 20,276 

Spanish America, Ltd. | 


TOTAL oe oe ee 9,407,330 | 7,256,422 | 93,248,446 
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As the Anglo-South American Bank holds a controlling 
interest in the British Bank of South America and the 
Commercial Bank of Spanish America, the number can, 
for practical purposes, be regarded as two—especially 
as the business of the two last-mentioned banks is 
gradually being consolidated with that of the Anglo- 
South American Bank. In 1goo, the Bank of Tarapaca 
and London absorbed the Anglo-Argentine Bank, and in 
1907 the name was changed to its present title of the 
Anglo-South American Bank. 

This institution, in 1912, purchased the London Bank 
of Mexico and South America, which had deposits of rather 
more than {1} millions ; and, later, as has already been 
mentioned, controlling interests were acquired in the 
Commercial Bank of Spanish America and the British 
Bank of South America, while, in addition, the Bank 
secured substantial shareholdings in other banking con- 
cerns. The Bank of London and South America, now an 
affiliation of Lloyds Bank, is the result of a fusion of the 
London and Brazilian Bank and the London and River 
Plate Bank, these two institutions having amalgamated in 
1923. 

The growth in the figures, both of the Australasian 
and of the South American banks, reflects not only a 
widespread extension of the activities of these organiza- 
tions, but also a considerable accession of strength; 
for in all cases the building up of substantial reserves has 
been a cardinal point in the policy pursued by the various 
boards of directors. By the financial assistance they 
have rendered in the territories they serve, they have 
contributed substantially towards the material progress 
recorded in those continents. Despite the difficulties 
experienced during the war and post-war years more- 
over, these banks—which are only quoted as examples of 
similar British institutions operating in other countries— 
have, by prudent management, strengthened their own 
position and added to the high reputation of British 
banking. 

The past thirty years have also witnessed important 
developments in other directions in which British overseas 
banking is concerned. Until the early part of the twentieth 
century, the line of demarcation in this country between 
the domestic banks and those operating abroad was fairly 
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clearly drawn, and each class confined itself more or less 
rigidly to its own particular sphere. With the growth, 
however, of the domestic joint stock banks and the wider 
nature of their operations, the desirability of securing 
direct representation abroad through institutions the 
control over which enabled them to carry through the 
foreign banking business of their customers on the most 
advantageous terms, assumed especial importance. 
Broadly speaking, this objective has been secured by two 
methods, both of which have been employed on a 
fairly extensive scale : 
(1) By the acquisition of a controlling interest in existing banking 
firms already functioning in the sphere where it is desired to obtain 


representation. 

(2) By the establishment of new banks, directly affiliated to the 
parent institution, although in certain cases registered under the 
laws of the country in which their operations are to be mainly 


conducted. 


By these means, all the largest banks, with the exception 
of the Midland Bank, are now directly connected with 
various banking institutions operating in different parts 
of the world. 

The movement first assumed prominence when, in 
1911, Lloyds Bank acquired the business of Armstrong 
& Co. of Paris and Havre, changing the name to Lloyds 
Bank (France), Ltd. In I9I7 an arrangement was 
concluded whereby the National Provincial Bank of 
England became joint proprietors with Lloyds Bank of 
the French business, and the bank continues to function 
under the title of Lloyds and National Provincial Foreign 
Bank, Ltd. Branches have been opened in a number of 
French towns, as well as in Brussels, Antwerp, and 
Geneva. As has already been indicated, Lloyds Bank has 
established connection with South America through its 
affiliated institution, the Bank of London and South 
America and, in 1923, it secured branches in Egypt, India, 
and Burma, as a result of the acquisition of Cox & Co., 
the Army Agents—although those situated in the first- 
named country have since been sold. Moreover, it has 
important shareholdings in the Bank of British West 
Africa and in the National Bank of New Zealand, while, 
in 1916, with the Westminster Bank and the Credito 
Italiano, it was largely instrumental in the formation 
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of the British Italian Banking Corporation, whose Italian 
auxiliary is the Banca Italo Britannica. 

The extension of the overseas interests of the National 
Provincial Bank has not been on so large a scale as in 
the case of Lloyds; but in addition to its holding in Lloyds 
and National Provincial Foreign Bank, it is also closely 
associated with the Bank of British West Africa, while 
through its affiliation, Grindlay & Co., it is represented 
in certain of the leading towns of India. The West- 
minster Bank, through the Westminster Foreign Bank, 
established in 1913, operates in France and Belgium. 

Barclays Bank is represented in France by a direct 
affiliation. Soon after the outbreak of war, the London 
and South Western Bank, which is now amalgamated with 
Barclays Bank, became joint proprietors with Cox & Co., 
the Army Agents, in Cox & Co. (France), Ltd., whose 
principal functions until the armistice were connected 
with the British Armies in France. A ter the conclusion 
of hostilities, the business was transferred to a new 
company entitled Barclays Bank (Overseas), Ltd., the 
name subsequently being changed to Barclays Bank 
(France), Ltd., of which Barclays Bank, at the present 
time, is the sole proprietor. Branches have been opened 
in a number of important French towns as well as in 
Algiers and Oran. Early in 1925, the sphere of operations 
was extended to Italy and Barclays Bank S.A.I. was 
established under Italian laws, with an office at Rome, 
while, later, a branch was opened in Genoa. A much more 
important development, however, quickly followed, and 
in August 1925 a fusion was announced between the 
Colonial Bank, the Anglo-Egyptian Bank, and the National 
Bank of South Africa under the title of Barclays Bank 
(Dom nion, Colonial, and Overseas), in which Barclays 
Bank holds a controlling interest. The amalgamated 
institution operates over a very wide field and, as its title 
imples, is closely-as ociated with several important parts 
of the British Empire, including the Union of South Africa, 
Rhodesia, British East and West Africa, the British West 
Indies, British Guiana, Malta, Gibraltar, and Mauritius. 
In addition, it operates in Egypt, the Sudan and certain 
other parts of the African continent, as well as in 
Pale tine. Recently, the conception of an Empire banking 
organization was advanced a stage further, and a few 
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months ago a charter was secured from the Canadian 
Parliament authorizing the establishment of a Canadian 
auxiliary under the title of Barclays Bank (Canada), 
which will be owned by Barclays Bank and Barclays 
Bank (Dominion, Colonial, and Overseas). The new bank 
is expected to commence operations in Montreal in the 
autumn. 

The foregoing brief summary of the external con- 
nections of most of the leading British joint stock banks, 
although by no means covering the whole field, plainly 
indicates the intimate relationship established during the 
past twenty years between domestic and overseas banking. 
The clear-cut division between the two categories has 
largely disappeared and, in consequence, the service which 
most of the banks are now able to place at the disposal 
of their customers is of a much more comprehensive 
character than formerly. Owing to their widespread 
connections they are able to carry through, from start 
to finish, banking operations in many parts of the world 
without employing outside agents; and in many ways 
international trade has been fostered by the facilities 
provided. 

It is not possible, within the “limits of this 
short summary article, to indicate how precisely this 
is actually done, but it may be mentioned that 
through the intermediary of the banks, importers 
and exporters in different countries are brought 
into touch, while the ability of the banks to provide 
information concerning economic conditions prevailing in 
the territories in which they operate is often of con- 
siderable assistance. The disturbed economic and financial 
situation in many countries during and since the war has 
often presented considerable difficulties in the conduct of 
overseas banking and has tended to limit legitimate 
business, but although mistakes have, at times, been made, 
on the whole the British banks have emerged success- 
fully. And there seems every prospect that, as more stable 
conditions are gradually established, foreign banking 
carried on under British auspices is likely to play an 
increasingly important part in the development of the 
world’s trade. 
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The Bank Manager 


Bankers’ Guarantees 
<concluded)> 


Duty of Disclosure. 


T is important that those whose duty it is to interview 
| customers and intending guarantors should have some 
clear understanding of this matter. 

What kind of duty towards the surety is there on a 
bank manager who, on behalf of his bank, is taking a 
guarantee ? What obligation, if any, is there upon the 
banker to explain the position of the customer whose 
account is being guaranteed to the intending surety ? 
Is there any duty to disclose ? 

The law relating to the creditor’s duty to disclose is 
somewhat unfavourable to the guarantor, and it is best 
exemplified in the case of a guarantee to a bank, which is 
usually in possession of relevant information. 

The contract of guarantee is not one of those classed 
as uberrimae fidei—i.e. those in the carrying out of which 
the utmost good faith must prevail, as is the case with 
contracts of life assurance. Contracts of suretyship are 
not of this class, and prior to the signing of the guarantee, 
in the majority of cases, it is unnecessary for a bank— 
apart from participation in fraud—to volunteer any 
disclosure as to the state or history of the account, or its 
knowledge of the debtor’s commercial character, however 
material it may be for the guarantor to know these 
things. It is for the guarantor to seek such information 
as he requires (Hamilton v. Watson [1845] ). 


National Provincial Bank v. Glanusk (1913), 3 K.B. 335. 


In this case it was decided that non-disclosure by a 
bank to a guarantor of a customer’s overdrawn account 
of facts from which the bank had suspicions that the 
customer was defrauding the guarantor did not invalidate 
the guarantee. 

The facts were that the agent of the Glanusk estates, 
whose accounts with the National Bank were guaranteed 
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by Lord Glanusk, opened a new account called a “ capital 
account,’’ which the branch manager of the National 
Bank knew to be an estate account. From this the 
agent transferred {1,000 by a cheque in favour of the 
manager of a distant branch of the London bank. The 
agent’s manager suspected that the money was being 
used to meet the agent’s personal liabilities, and he made 
inquiries of the manager of the London bank, but failed 
to obtain any definite information by letter or by 
interview. The transfer was in fact in fraud of Lord 
Glanusk. It was held that there was no duty on the 
bank to disclose that they held suspicions that such was 
the case. The pendulum has swung far over since the 
time when the court was very glad to lay hold, in the 
guarantor’s favour, of conduct by the debtor to the 
guarantor’s detriment. The guarantor is thus in an even 
more unfavourable position during the continuance of the 
guarantee. Although he would be prudent to make 
inquiries before signing the contract, he cannot be 
expected to repeat them continuously while it is in force. 
Nevertheless, although the bank may have reasonable 
grounds to suspect misuse of the guaranteed account by 
the debtor, it owes no duty to bring its suspicions to the 
guarantor’s notice. 


Hamilton v. Watson (1845). 


Here again it was decided that the banker is not 
bound to volunteer, to a proposing guarantor, informa- 
tion as to the customer’s financial position or business 
habits, however material such information might be. 
If questioned by the intending surety, he must, however, 
give the requisite information, honestly and to the best 
of his ability, the occasion justifying disclosure of the 
customer's account or the customer’s authority for such 
disclosure being implied in the introduction of the 
surety. 

In “ Davies v. London and Provincial Insurance Co.”’ 
(8 Ch. Div.), Sir Edward Fry laid it down a long time 
ago : 

Where parties are contracting with one another each may, unless 
under a duty to disclose, observe silence, even in regard to facts which 
he believes would be operative upon the mind of the other, and it 
rests upon those who say that there was a duty to disclose to show 
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that the duty existed. It has been argued that the contract between 
the surety and the creditor is one of those contracts which I have 
spoken of as being uberrimae fidei, and it has been held that such a 
contract can only be upheld in the case of there being the fullest 
disclosure by the creditor. I do not think that that proposition is 
sound in law. I think, on the contrary, that the contract is one 
in which there is no universal obligation to make disclosure. 

It should, however, be noted that although there is 
no universal duty to make the fullest disclosure in a 
contract of suretyship, nevertheless “‘ Very little said 
which ought not to have been said, and very little 
omitted which ought to have been said, will suffice to 
avoid the contract’’—i.e. if there is something that 
amounts to misrepresentation. A conversation in the 
course of which a suppressio ver’ may amount to a 
suggestio falst should, obviously, be carefully conducted. 


Unusual Circumstances. 


The avoidance of a contract of guarantee by non- 
disclosure of a material fact depends in each case upon 
whether, having regard to the nature of the transaction 
and relations of the parties, the fact not disclosed is 
impliedly represented not to exist. 


Hamilton v. Watson (1845). 


In this case Lord Campbell laid down the following 
test: 


Whether there is anything that might not naturally be expected 
to take place between the parties concerned in the transaction, i.e. 
whether there is a contract between the debtor and the creditor to the 
effect that his position shall be different from that which the surety 
might naturally expect ; and, if so, the surety is to see whether that is 
disclosed to him. But if there be nothing which might not naturally 
take place between these parties, then, if the surety would guard 
against particular perils, he must put the question, and he must gain 
the information which he requires. 


In the case of “‘Owen v. Homan ”’ (4. House of Lords’ 
cases), Lord Chancellor Cranworth said : 


Without saying that in every case a creditor is bound to inquire 
under what circumstances his debtor has obtained the concurrence 
of a surety, it may safely be stated that, if the dealings are such as 
fairly to lead a reasonabie man to believe that fraud must have been 
used in order to obtain such concurrence, he is bound to make inquiry, 
and cannot shelter himself under the plea that he was not called upon 
to ask, and did not ask, any questions on the subject. In some cases 
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wilful ignorance is not to be distinguished in its equitable consequences 
from knowledge. Although there is no duty to disclose all matters, 
it is necessary to disclose any term of the bargain between banker 
and customer which would not naturally be contemplated by the 
surety as in the ordinary course of bankers’ dealings, and which is 
material to the extent of that surety’s liability. For the non-disclosure 
in such a case would be equivalent to an implied representation that 
what is not disclosed does not exist. 
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The Execution of the Guarantee. 


It is impossible to over-emphasize the importance and 
the advisability of insisting upon the execution of the 
guarantee in the bank manager’s presence. If the 
customer is permitted to take the guarantee away and 
himself obtain the signature of the guarantor thereto, 
the bank is exposed to the following risks : 

1. The guarantor’s signature may turn out to be a 
forgery, or he may later allege that he was not aware of 
the nature of the document he signed. 

2. When called upon to discharge his obligation it is 
open to the guarantor to say that he signed under a 
misrepresentation made by the man to whom the bank 
entrusted the document in order that he might obtain 
the guarantor’s signature. 


The Liability of the Guarantor—When it Arises. 


It will be agreed that in the vast majority of cases a 
guarantor, when appending his signature, seldom has in 
mind the possibility of being called upon to pay—how 
often has the phrase “mere formality’’ been used to 
grace the occasion ? If eventual liability occurs to him, 
he generally imagines that he will only be called upon 
when every means of compelling the debtor to pay has 
been exhausted. This is merely a popular fallacy, for 
the principle of the guarantor’s immediate liability 
upon the debtor’s default was reaffirmed in Att. Gen. v. 
Atkinson in 1927. 


Creditor may Sue Surety before Resorting to Securities for Debt received 
from Debtor. 


It is quite clear that, in the absence of express 
stipulation to that effect,: a creditor who holds securities 
from the principal debtor for his debt need not first 
resort to them before suing the surety. (Ranelagh v. 
Hayes, 1 Vern. 189; Wilks v. Heeley, 1 C. & M. 249.) 
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This doctrine of the English law, that a right of action 
accrued to the creditor as against the surety, immediately 
upon any default of the principal debtor, is a peculiar 
one, and does not, generally speaking, prevail in other 
systems of jurisprudence. 

In ex parte Brett, L.R. 6 Ch. 841, Mellish L.J. lays 
down the broad rule that a surety has no right or interest 
in securities until he has paid the debt. 


Ewart v. Latta, 4 M. 1 Queen’s House of Lords Cases. 


In this Scottish case Lord Westbury said : 


Until the debtor has discharged himself of his liability, until he 
has fulfilled his own contract, he has no right to dictate any terms, to 
prescribe any duty, or to make any demand on his creditor. 

The creditor must be left in possession of the whole of the remedies 
which the original contract gave him, and he must be left unfettered 
and at liberty to exhaust those remedies, and he cannot be required 
to put any limitation upon the course of legal action given him by 
his contract by any person who is still his debtor, except upon the 
terms of that debt being completely satisfied. 


The same principle prevails also in the law of 
England, that if a debt be due from A and B and B be 
the surety, B has no right in respect of that debt as 
against the creditor unless he undertakes to pay and 
actually does discharge it. (Rowlatt on “ Principal and 
Surety,” p. 170.) 


Practice. 


In practice a bank is usually reluctant to have to call 
upon a guarantor at all, and in doing so is anxious to 
treat him with the utmost fairness. If, therefore, 
marketable securities have been deposited by the debtor 
they will usually be realized before the guarantor is 
called upon to discharge his liability. But it is an 
advantage to know exactly what the bank’s legal rights 
are in this matter, and in certain circumstances it may 
be necessary to utilize them. 


Co-Surettes. 


Again, a bank is frequently approached by one of a 
number of joint and several guarantors and requested to 
withhold its claim against him until the other guarantors 
have paid the amounts which (as between themselves) 
they are liable to contribute. This is merely the case of 
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a surety claiming before payment to stay the hand of the 
creditor pending the bringing in of co-sureties to con- 
tribute, and it is again a claim by a debtor in default to 
dictate to the creditor as to the use of his remedies. 

The following excellent summary of the creditor’s 
legal position in this matter is to be found in Halsbury’s 
“Laws of England,” vol. 15, para. 922— 


Once the principal debtor has made default, but not till then, the 
liability of the surety arises, and thereafter the surety cannot, as 
against the creditor seeking to recover payment, set up any adverse 
claim of any kind. 

It is not always easy to determine whether, in a particular case, 
a default has been committed. 

Notice of the debtor’s default need not be given to the surety, and 
he is liable without being requested to pay, in the absence of a 
stipulation to the contrary, express or implied, or of circumstances 
rendering a demand upon him a legal obligation. Nor is it necessary 
for the creditor, before proceeding against the surety, to request the 
principal debtor to pay, or to sue him, though solvent, unless this be 
expressly stipulated for. 

Nor is it necessary for the creditor to resort to securities for the 
guaranteed debt received by the creditor from the principal debtor. 


Practice. 


With a view to determining beyond any doubt that 
the debtor has made default, demand is usually made by 
calling in the loan or overdraft; and owing to the fact 
that, with a view to preventing the Statute of Limitations 
from commencing to run, most bank guarantees are 
expressed to be payable “on demand,” it is also usual 
to notify the guarantor of this default and cail upon him 
to discharge his obligations as guarantor. 


The Liability of the Guarantor, its Amount—Limited or Unlimited. 


It is usually intended that the guarantor’s liability 
shall be limited, and most bank guarantees contain a 
provision to that effect. This limitation of liability can 
be effected in either of two ways: (a) By a provision to 
the effect that the guarantor is surety for the whole 
debt, with a specified limitation as to his total liability ; 
or (b) by providing that the guarantor is to be surety for 
a part of the debt only. The former method is that 
generally adopted by banks, and it is more advantageous 
for them, inasmuch as it entitles the bank, on the 
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bankruptcy of the principal debtor, to prove for dividends 
from his estate on the whole debt, notwithstanding the 
surety has paid the full sum he guaranteed—-such pay- 
ment having been credited for the time being to a 
suspense account. On the other hand, if the latter method 
is adopted and a part of the debt only is guaranteed, 
then the guarantor, having paid his liability, is entitled 
to prove for dividends on that amount. In drafting this 
provision care is usually taken that the limitation applies 
only to the amount of the guarantor’s liability, and not 
to the amount to be advanced. 

Has the bank a right to make advances beyond the 
limit of the guarantor’s liability fixed by the guarantee, 
without the guarantor’s consent ? A case occurred only 
recently where the limit of the guarantor’s liability was 
fixed at £1,200, and they sought to evade liability upon 
the ground that the bank had permitted the debtor’s 
overdraft to reach {1,500. It was argued that had not 
this extra £300 been advanced they would have been 
under no liability owing to the fact that the bank was 
covered to the extent of £1,200 by direct security. 

Upon this point we find the following statement, 
based upon the decision in Laurie v. Scholefield, set out 
in De Colyar’s “‘Law of Guarantee and Suretyship,” 
third edition, p. 235 :— 

Now in some cases, by the instrument of guarantee itself, a limit 
is placed upon the extent of the liability of the surety. Where this is 
done the surety is liable up to such amount, but, of course, not beyond 
it. The rule as laid down by modern text-writers and approved by the 
courts is this: If a bond or guarantee is given by a surety to secure the 
repayment of advances of money to the principal, provided such ad- 
vances do not exceed in the whole, at any one time, a certain limited 
amount, the proviso protects the surety from being answerable beyond 
the amount named, but it does not render the obligation void if the 
advances go beyond it, unless that clearly appears to have been the 
intention of the parties. 


A bank will rarely desire to have its hands tied by a 
guarantor as to the amount of money it may or may not 
advance to a customer, and the average bank guarantee 
states clearly that the only limit agreed upon is a limita- 
tion as to the extent of the guarantor’s liability. If, 
however, the guarantor be a shrewd man, and well 
advised, he may stipulate, as a condition upon which he 
will enter into the contract of suretyship, that the banker 
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shall not advance more than a stated sum at any one time 
to his customer. To carry out this intention it is neces- 
sary that the guarantee should not only provide that the 
surety’s liability shall not exceed a certain sum, but it 
must also stipulate that the advances shall not exceed 
this limit either; for without such a stipulation there is 
nothing to prevent the bank from making unlimited 
advances to the customer (Laurie v. Scholefield, 1869 L.R. 
4 C.P. 622), thereby increasing the customer’s indebted- 
ness and probably diminishing his capacity for payment 
of the guaranteed debt. 

As already stated, a bank will rarely desire to be 
restricted in this manner, but the guarantor’s point of 
view may be appreciated ; and such a course may have to 
be adopted in certain circumstances, in which case the 
guarantee will require to be drawn accordingly. But the 
opposite reasoning may also be said to apply, and the 
guarantee should not contain an agreement to advance 
a definite sum of money, for if that sum had not been 
advanced (say, owing to an early liquidation) the guaran- 
tor might repudiate liability upon the ground that a 
condition had not been fulfilled. 


Determination by Notice of Revocation. 


A guarantee may expressly provide that it shall be 
revocable by notice. The effect of such a notice is merely 
to prevent future liability accruing under the guarantee, 
but in no way relieves from liability already accrued. 
Moreover, the right to revoke a continuing guarantee 
may be controlled by express agreement. Thus, in 
Egbert v. National Crown Bank, 1918, A.C. 903 P.C., 
where a joint and several guarantee by six persons 
expressly provided that it should continue 


Until the undersigned, or the executor or administrators of the 
undersigned, shall have given the bank notice in writing to make no 
further advances, it was held that the guarantee could not be deter- 
mined until each and all of the guarantors, or their respective executors 
or administrators, gave notice to determine it. 


It is not all guarantees that can be terminated forthwith, as where 
the consideration is once and for all performed, and the test in such 
cases is the answer to the question: ‘Is the consideration for the 
guarantee given once and for all, or is it a series of separate transactions 
such as are found in the continuing guarantee usually held by a 
banker ?”’ 
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Dealing with the case where the guarantor has a right 
to give notice to determine his liability, apart from any 
special provision in the guarantee, the receipt of such 
notice would compel the creditor or bank to stop the 
account and make no further advances to the debtor. 
In business life such an abrupt method of dealing with a 
customer’s affairs might, and does, lead to serious conse- 
quences for the debtor or customer. The customer may 
have entered into business dealings and contracts upon 
the faith of the guarantee, and if the guarantor gives 
notice to the bank to determine his liability, and the bank 
at once withdraws its facilities, the customer’s credit may 
be ruined. Most common form guarantees used by banks, 
therefore, contain a provision stipulating that the guaran- 
tee should only be withdrawn after a specified period of 
notice. Where the guarantee contains such a provision 
and notice to determine is given to the bankers, they are 
faced with the question as to whether they are justified, 
either in law or in equity, in making further advances 
to their customer on the security of the guarantee during 
the period provided for by the provision regarding the 
notice. Can the bank safely continue transactions on 
the account in the interval between the receipt of the 
stipulated notice and the date of its expiry ? 

Sir John Paget considers that the bank must act 
equitably towards the guarantor, and that it would not 
be acting equitably if it took advantage of the interval 
to make new and purely voluntary advances. For 
example—to take an extreme case—it would not be acting 
equitably to a guarantor who had guaranteed his son’s 
overdraft at college, and finding that the son was taking 
advantage of the opportunity to squander money on 
riotous living, asked the bank to pay no more cheques, 
if the bank declined to accede to the request and pointed 
to the three months’ notice clause in the guarantee. 
On the other hand, it would appear that eminent legal 
opinion does exist to the effect that the courts would hold 
such a clause binding even as regards such “voluntary” 
advances made after receipt of notice, but Sir John’s 
opinion has been generally accepted, and is the one which 
should be relied upon in practice. 

The practical moral to be drawn is that a bank should 
not attempt to hold the guarantor to his bargain under 
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conditions which would impose unnecessary hardship 
upon him. The wisest rule to adopt, therefore, is, and has 
long been, to break the account of the debtor upon receipt 
of notice from the guarantor to determine his liability. 
This ‘three months ” clause may not, however, be 
altogether useless, and it is still retained by most of the 
banks in their guarantee forms, for this reason :—- 

Where a man has guaranteed an overdraft to a firm of manufac- 
turers who, relying on the stipulation for three months’ notice of with- 
drawal, have committed themselves to certain expenditure, it would 
certainly not be equitable that the guarantor should seek to evade the 
obligation to give notice and thereby threaten the guaranteed firm with 
ruin. 

It was on these grounds (namely, that both parties 
to the contract should act equitably) that Sir John 
expressed the opinion that the proviso as to notice should 
be interpreted as reserving to the bank the right to carry 
out, without prejudice to the guarantee, the following 
transactions during pendency of the notice :— 


1. Transactions resulting from agreements with the 
customer, express or implied, existing at the date of 
notice. 

2. The discharge of obligations to third parties 
undertaken prior to revocation and then covered by the 
guarantee. 

3. The winding-up, in the ordinary course of business, 
of transactions pending at the date of notice and within 
the terms of the guarantee. 

4. The payment of cheques drawn prior to revocation 
and notice thereof to the customer. 


There is good reason to believe that the courts would 
uphold the banker’s reliance upon the three months’ 
clause in these four cases, if his action were directed to the 
protection of his own interests, or those of his customer ; 
but as a guide to daily practice, it should be added that it 
is only in the last-mentioned case, in regard to the pay- 
ment of cheques drawn prior to receipt of notice to deter- 
mine the guarantee, that the banker would place reliance 
upon the clause as to “‘notice’”’ as a matter of routine; 
for all the other instances mentioned would, from their 
very nature, call for special investigation, and be referred 
to head office for instructions. 
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Trustee Savings Banks 
By Norman Pendlebury 


N view of the recent passing of yet another Savings 
| Bank Act, and of the meeting in October next of the 

International Thrift Congress, a sketch of the origin 
of the first, and for many years the only institutions for 
the savings of the small investor may be of interest. 

In 1796 was founded the Society for Bettering the 
Condition and Increasing the Comforts of the Poor as an 
attempt to do in the social sphere what other societies 
had begun to do for Agriculture and Industry. It had 
for its objects “‘ the inquiry into all that concerns the 
poor,” and “ to investigate practically and upon system, 
that principle of all modern improvement.” It was 
another indication of the working of a new spirit which, 
since then, has been progressively evident and has sub- 
stituted science for tradition, “conjecture and hazard.” 
The reports of the Society, which had a wide circulation, 
exhibit a very real concern for the condition of the 
“lower orders.’’ There are many reasons for this zeal 
for improvement. The philanthropy of men _ like 
Wilberforce, inspired by the Evangelical Revival; the 
break-up of the traditional rural organization by the 
enclosure movement; the rapid growth and shifting of 
the population and the rise of factory towns with the 
coming of the steam engine, when all the energies of 
Government were absorbed in the long struggle with 
Napoleon; the general fear of “‘ the pervasive and 
ineluctable influence ”’ of revolutionary ideas from across 
the Channel ; and the growing burden of the Poor Rates; 
all these played their part in compelling the attention 
of those concerned at the state of the country. 

There was general agreement as to the moral and 
financial evils arising from the administration of the 
Poor Laws. Savings banks, therefore, were hailed as a 
solution of the problem. They were to become “ the 
sinking fund of the poor’s rates.’’ They would “ revive 
in the lower orders that decent spirit of independ- 
ence, now almost extinct, that shrinks from accepting 
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parochial relief’? and, incidentally, curb the ardour of 
the potential revolutionary by giving him ‘“‘a stake in 
the country.”’ 

The Hon. George Rose “claimed savings banks as 
an invention of the Society for Bettering the Condition 
of the Poor,’ but the idea was not new, for Defoe and 
Malthus had advocated banks for small savings, and 
Jeremy Bentham included Frugality Banks in his 
omnibus scheme for pauper management. Bentham, 
utilitarian as he was, even harnessed Cupid to the 
service of thrift. ‘‘ Contests may come to take place 
amongst suitors which shall have given the strongest 
proof of attachment by laying up the largest marriage 
fund in proportion to his means.” “ Frugality being 
thus brought forward by desire, as it were in a hotbed 
in the spring of life, will maintain itself without difficulty 
in the maturer seasons.”’ 

The reports of the Society for Bettering the Condition 
of the Poor record instances of successful institutions 
some time before the first Act of Parliament in 1817, 
but these early banks depended upon the contributions 
of the charitable. It was not until 1810 that a plan for 
a self-supporting savings bank was produced. The Rev. 
Dr. Henry Duncan, apprehensive of the probable intro- 
duction into Scotland of the Poor Law, which he regarded 
as “‘ a bribe to the industrious to become idle,’’ published 
a scheme for parish banks, and started the experiment 
in his own parish of Ruthwell. Here there was an 
agricultural population of 1,100, ““ whose main character- 
istic was their poverty,’”’ but in five years his depositors 
had accumulated over £1,300. The success of the 
Ruthwell Parish Bank Friendly Society created wide- 
spread interest, and in 1814 the Edinburgh Society for 
the Suppression of Mendicity opened a bank on still 
simpler lines. Depositors had no voice in the manage- 
ment, and deposits were received without any inquiry 
into character. The movement spread rapidly in 
Scotland ; and in 1817, 74 banks were at work in England 
and 4 in Ireland. In that year, mainly through the 
exertions of the Hon. George Rose, the first two Acts 
were passed on July 11 and 12 for Ireland and England 
respectively. These Acts provided for the registration 
of rules, the vesting of effects in the trustees for the 
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time being and exemption from stamp duties The 
trustees were prohibited from deriving any benefit from 
the deposits. The funds were to be invested in deben- 
tures with the National Debt Commissioners, and in no 
other manner except in Ireland where one-fifth of the 
funds might be deposited with a banker who was to pay 
6 per cent. 

Depositors in England were limited to {100 the first 
year and {50 in succeeding years, while Irish depositors 
were limited to {50 in any year. No maximum was 
fixed for the total deposit until 1824. 

The Scotch savings banks objected to the compulsory 
investment clauses and resisted inclusion. They invested 
their funds with the trading banks who allowed them 
an additional one per cent. over the prevailing rates, 
and some of them also lent money on mortgage. They 
obtained an Act in accordance with their wishes in 1819, 
but by the Act of 1835 no further banks were to be 
established in Scotland except under the English system. 
Some five of the old type still survive and invest their 
funds in trustee securities. 

The English banks had previously invested their 
deposits in the funds, some making their depositors 
fund holders, others taking the risk of fluctuations. 

By the end of 1819, 359 banks were in operation, 
increasing in number each decade to 1861, when they 
numbered 645. The establishment of the Post Office 
Savings Bank in that year led to many closings, and 
though there are now only 119 banks they have 450 
offices and show a steady increase year by year. At 
November 20, 1928, they held £120,500,000 in cash 
deposits and £38,400,000 in Government stocks for their 
2,460,000 depositors. 

Under Government supervision and inspection, with 
surplus assets of over {5 million, their financial position 
is impregnable. With economical management, sim- 
plicity of procedure, and trained staffs, and under the 
control of the best professional and business brains of 
the localities in which they work, the Trustee Savings 
Banks are now well equipped for still greater service in 
the cause of thrift—as necessary in the circumstances 
of today as in the not umlike conditions of the post- 
Napoleonic years in which they were born. 
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Bankers and the Law 


Reckitt v. Nunburnholme 


NCE again the Courts have had to consider the 
C) effect of a fraud by Lord Terrington upon the 
interests of innocent third parties. The case of 
Reckitt v. Barnett, Pembroke and Slater (1929), A.C. 176, 
which went to the House of Lords, was decided in favour 
of Sir Harold Reckitt on the simple ground that the form 
of the cheque drawn by Lord Terrington upon Sir Harold 
Reckitt’s account in favour of the defendants bore upon 
its face ample notice that it represented his principal’s 
money, and the facts were such that the defendants knew 
he was paying it to them for his (Lord Terrington’s) own 
personal purposes. With such notice they could not 
retain the money against the principal. Now the case 
just heard and decided by Mr. Justice Charles on the eve 
of the Vacation is considerably different in the method 
of the fraud employed. But that learned judge has 
decided again in favour of Sir Harold Reckitt as against 
the Dowager Lady Nunburnholme. Whether this 
decision will be appealed remains to be seen. It appears 
that Lord Terrington was not only attorney for Sir Harold 
Reckitt with very full powers but also was solicitor and 
agent for Lady Nunburnholme, also with very wide 
powers. Just as Sir Harold Reckitt has been swindled out 
of much money so has Lady Nunburnholme, and in the 
case just heard it fell to be decided which of them should 
bear a particular loss of £1,500, representing a cheque 
drawn by Terrington and passed through Lady Nunburn- 
holme’s account. Terrington had the management of 
the defendant’s account, collecting her dividends, and 
pass-book—into which she admitted she never looked. 
In May 1924 she drew a cheque for £4,906 8s. 4d. in favour 
of Terrington and at his request, believing, as he impliedly 
represented, that her bank account would cover such 
amount and that it was properly due to him in her 
affairs. Her account at that time stood with a balance of 
£3,422. In order to complete his purpose Terrington 
thereupon draws a cheque upon his other victim, Sir 
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Harold Reckitt, for £1,500 in favour of ‘‘ Life Assurance 
or bearer,’’ crossed ‘“‘ and Co. Not negotiable,’ and pays 
this into Lady Nunburnholme’s account, whereby he is 
able to have honoured her cheque for £4,906 8s. 4d., the 
proceeds of which he applies to his own purposes. Sir 
Harold Reckitt sought to recover from Lady Nunburn- 
holme this sum of £1,500. It is clearly a very different 
kind of transaction from the Barnett, Pembroke and 
Slater case, although the counsel for the plaintiff relied 
on that decision and contended that there was notice 
attributable to Lady Nunburnholme that she was 
receiving Sir Harold’s money for purposes not authorized 
by him. It had to be conceded that Lady Nunburnholme 
herself knew nothing of the credit of £1,500 to her account ; 
but Terrington, her agent, knew and her bankers knew, 
and the form of the cheque left no doubt it was Sir 
Harold Reckitt’s money that was being paid into the 
defendant’s account, and which was paid out again, to- 
gether with other assets in honour ofthe defendant’s cheque 
of £4,906 8s. 4d. drawn to Terrington. Therefore, argued 
plaintiff’s counsel, there was a clear conversion by the 
defendant of the £1,500. On her behalf it was argued that 
all that happened was that Terrington in effect used the 
defendant’s account as a mere vehicle by which to transfer 
£1,500 from the plaintiff’s account into his own pocket, 
and that the defendant knew nothing of it and was not 
affected by it at all—the money which was treated as 
having passed into her account was in and out before she 
knew anything about it. Terrington had no authority 
from her to pay the cheque into her account nor to make 
her banking account the vehicle for committing his fraud 
on his principal. The judge found that the bank were 
the agents to receive and collect cheques on behalf of the 
Dowager Lady Nunburnholme ; and that in receiving and 
collecting this cheque for £1,500 they had notice, and, 
therefore, had the necessary knowledge which would 
cause Sir Harold Reckitt’s rights to remain alive. They 
could take no more than Lord Terrington could give, 
and he could give nothing. They received as agents for 
the defendant, and so he must find that Sir Harold Reckitt 
succeeded in the action. The cheque had clearly been 
converted and the proceeds had been used to the benefit 
of the Dowager Lady Nunburnholme. 
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Incidentally, Mr. Justice Charles prefaced his actual 
finding by an analysis of the effect of the fraud on each 
of the parties, thus: If the plaintiff failed in the action 
the defendant’s losses in account with Terrington would be 
reduced by £1,500, because she had someone else’s money 
placed into her account and used by Terrington to reduce 
that loss; if the plaintiff succeeded in this action the 
defendant would be in no worse position than she ought to 
be, because she would cease to be enjoying the limitation 
of her losses by £1,500 at the expense of the plaintiff 
whom Terrington was also robbing. Thus the judge held 
that both on the moral and the legal side the plaintiff 
should succeed. Whether the reasoning of the judge 
will convince the defendant and her advisers or whether 
they will appeal remains to be seen. For our part we 
hesitate to proffer any other solution of the problem in face 
of the findings of the judge. 


Bankers and Real Property Securities 


Registration of Charges and Other Incidents 
Affecting Land 


Il. 


ESIDES the registers referred to in our last issue there 
B are Local Land Charges Registers—Part 6 of the 

Land Charges Act, 1925. These include charges on 
land arising from the exercise of their powers by Local 
Authorities. Instead, however, of being registers of 
proprietors (as in the case of the ordinary Land Charge 
Registers) they are registers of properties—a map index 
and not anames register. There are four parts of the Local 
Register, and they apply both to registered and unregis- 
tered land. For the moment, the details of these registers 
can be left to be hereafter dealt with along with the 
treatment of registered land. It is perhaps more useful 
for the moment to revert to the Land Charges Register 
kept at the London Land Registry and applying to 
charges and unregistered land proprietors with special 
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reference to Register 5 (C), which is more directly material 
for bankers to consider. Properly to appreciate the 
reason for this register and its function it is as well to 
recall the change in the principle affecting mortgages of 
land introduced by the new legislation. Prior to the new 
statutes a first legal mortgage could only be followed by 
equitable charges. There was no registration in the case of 
unregistered land. The legal estate taken by a purchaser 
for value without notice of prior equities prevailed. 
Notice—actual or constructive—of prior equitable charges 
alone delayed it. The doctrine of “ tacking”’ obtained in 
full force and therefore any subsequent equitable encum- 
brancer getting in the “ legal estate ’’ without notice of 
existing equitable charges could prevail over them. All 
this is gone, mortgages subsequent to a first mortgage 
creating also legal estate. The first legal mortgagee 
now only gets a term of years—3,000 years, it is true— 
but still only a term of years. Second and subsequent 
mortgages are created by granting further leasehold 
terms of 3,000 years and one day or two days, and so on. 
Hence, the subsequent mortgages are also legal mortgages. 
Then how would any purchaser or mortgagee be protected, 
for it would be legal estate that met him and he would 
derive no advantage from the old doctrine of the legal 
estate prevailing over equitable charges of which he had 
no notice. Hence an extension of registration of charges 
even in the case of land held by unregistered title became 
necessary, and all legal mortgages not protected by deposit 
of the relative title deeds (termed in the Act a puisne 
mortgage) are registrable under Register 5 (C). And it 
must be remembered that registration is “ actual notice 
to all persons as from the date of registration.’’ Registra- 
tion creates a priority, and, since a search is open to every- 
one, registration is regarded as notice to all the world as 
from the date of registration. Hence, anyone who lends 
money on the security of land who omits to search may 
find himself postponed to someone else having lent on the 
same security but who has registered a charge coming 
within the registrable charges as laid down in the Act. 
Now, if the new legislation stopped there it would be 
extremely awkward for the ordinary banker’s mortgage 
to secure a current account or other further advances. 
For in the common way of overdraft each cheque drawn on 
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an overdrawn account is treated as a fresh advance. 
Therefore no banker would have been safe in such a case 
unless he caused a search to be made in the Land Registry 
prior to cashing a cheque increasing the debit on the 
overdrawn account. To meet this difficulty the Act 
excepts the automatic notice on the register in cases where 
the prior mortgage is expressly made for the purpose of 
securing a current account or other further advances. 
In such a case the prior mortgagee is not deemed to have 
notice of a subsequent mortgage or charge merely because 
it is registered if the subsequent mortgage is not registered 
when the original mortgage was created or at the date of 
the last search whichever is the later. 

The practical effect of all this is that where a banker is 
taking a charge on unregistered land either by general 
mortgage or by deposit of title deeds it is advisable to 
search in the Land Registry at the very time the charge is 
taken—or as nearly as possible at the same time as the 
creation of the charge. If he search some time before, 
another charge may conceivably be registered between 
that date and the actual creation of the charge. But after 
the search is made and all is clear, the original charge 
having been expressly created to cover further advances 
will remain unaffected by subsequent registrations. In 
such a case the first search is all that is needed to protect 
the security. But it must be remembered that if by an 
after search, or in any other way, the banker had actual 
notice of a subsequent mortgage or charge on the same 
land, the old rule would prevail and he would have to rule 
off the account to prevent the joint operation of the 
ruling in Hopkinson v. Holt and Clayton’s case. All 
that the new Act does is to absolve a prior mortgagee from 
the general presumption of notice by registration where his 
mortgage is created to secure a current account or other 
further advances, and where there are no registrations 
affecting the proprietor of the land at the time. It cannot 
be too strongly pressed that in the same _ section 
“tacking ’’ is abolished— except in three cases. One 
is where the original mortgagee makes further ad- 
vances where he has no notice of subsequent charges 
when the further advance is made. The other two 
(rarely encountered) where an arrangement has been made 
with subsequent encumbrancers that they will not claim 
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priority and where (notice or no notice) the mortgage 
imposes an obligation on the mortgagee to make further 
advances. 

Thus, while the new Acts do not interfere with the 
ordinary rules previously applicable where a_ banker 
obtains actual notice of a later charge on the same 
property, they absolve him from being affected by the mere 
registration after the creation of a charge to secure 
current account or other further advances, of land charges. 

The common form of banker’s mortgage, whether by 
deed or by deposit of title deeds with memorandum of 
charge to secure a current account or further advances, is 
not interfered with by the new legislation in its actual 
effect as a security save that a search is advisable at the 
creation of the charge to see what, if any, registrable 
charges already affect the proprietor. Thereafter he is— 
as before—safe as regards his priority over any other 
subsequent charges though registered. 

It is interesting at this place to interpolate one more 
example of the way in which the new legislation as to 
registration with the consequent searches is devised to 
meet a case of particular interest to bankers. In the old 
days it was generally conceded that where a customer had 
deposited his deeds as a charge on his land to secure a loan 
or an overdraft or account current, and he had paid off the 
loan or his account was in credit, and he required his deeds, 
the bank could safely hand them back to him even if 
there were subsequent encumbrancers, provided the bank 
had no notice of these other mortgages or charges. It was 
doubtful if the bank could do so safely if it had notice of 
the others. The new Act of 1925 merely provided that a 
mortgagee surrendering the deeds to the borrower is not 
liable to subsequent mortgages unless he had notice of 
such second charges. But then by the same Act mere 
registration operated as notice. By the amending Act of 
1926, however, it. was enacted that for this purpose 
“notice does not include notice implied by reason of 
registration under the Land Charges Act or in a local 
deeds registry.”” Therefore a banker need not search the 
register to see if there are other encumbrancers before he 
hands back the deeds to his customer, although if he 
does in fact have notice of subsequent encumbrancers he 
might be ‘held liable to them. 
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This point, however, must not be confused with a case 
where the banker is reimbursing himself his advances by a 
sale of mortgaged property, and a surplus remains in his 
hands. If he were to apply that surplus to his customer’s 
account, and there were in fact other registered charges 
existing on the same land, he might be held liable. That 
is to say, when selling under a power of sale the mortgagee 
holds any surplus in trust for any other parties interested 
in the land by way of charge, and a search in such case 
is necessary before any surplus is handed to the mortgagor. 

It may be said that the necessity for search in the case 
of creating a security for current account or other further 
advances is an additional burden to the banker. It is 
very little so. In any event, by the original search his 
security is the more protected. The search itself is not 
a long business nor greatly obstructive even in the cases 
where advances are required hurriedly by a customer to 
meet a sudden emergency against the deposit of title deeds 
to land. For the ordinary cases where arrangements for 
loan or overdraft can be made in the normal business 
course no comment is necessary. The forms and directions 
issued by the banks to their managers are quite clear and 
explicit ; the necessary fees and forms for official searches 
and the obtaining of the official certificate which is 
conclusive evidence speak for themselves. In the emer- 
gency case of a temporary loan pending future arrange- 
ment, arrangements are made for telephonic or telegraphic 
communication with the Registrar. Very quickly it can 
be ascertained whether or no there are any entries in any 
of the registers, alphabetically indexed as they are, 
against any particular name. If a man says his land is 
unencumbered, this mere fact can be confirmed by tele- 
phone or telegram. If the banker is informed there are 
some charges, and he can trust his customer, he will 
probably relieve the situation and inquire afterwards. 
In any event by an additional fee the official search can be 
expedited. Assuming no entries, the matter is simple. 
If any entries, an official search in the registers in which 
the entries are made is the only safe course. The full name 
and address or addresses of the estate owner are desirable 
in the application form, and it is not without use to insert 
the name or description of the property. The five registers 
of the Land Charges Act are thus open to search rapidly 
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and effectively, and suchsearch can be completely protected 
by the certificate. 

Before we come to treat of registered land we ought 
to note the Local Land Charges Registers. For these 
apply both to unregistered and registered land and also 
to land in the jurisdiction of the Deeds Registries of 
Middlesex and Yorkshire. Moreover, the charges con- 
tained in Local Land Registers are not to be found on the 
land certificate. In so far as they may be deemed to be 
of importance, therefore, these charges upon land arising 
from the activities of local authorities have to be sought 
for in any event in these separate registers quite apart 
from the Land Charges Registers and the registration of 
title. There are four parts of a Local Register as follow : 

Part I.—General charges: As, for instance, a local 
authority is expending money on land for some purpose, 
and before the work is completed and the exact amount 
ascertained, may wish to give notice of the charge that 
will ultimately become specific. Hence an entry is made 
in this part of the register setting out the statute under 
which it arises, a description of the land as per plan and 
date of registration. This registration of a general antici- 
patory character gives place when the actual sum total 
of the work to be charged on the land is ascertained and 
allocated, which then brings in : 

Part II, in which the general charge has become 
specific and the precautionary general charge within 
a year of the general charge being deposited may be 
cancelled. 

Such charges as arise in respect of road making and 
drainage works on estate schemes, etc., come under 
Parts I and II. 

Part III is concerned with prohibitions or restrictions 
on the use of land or buildings prescribed by town- 
planning schemes, while Part IV is applicable where such 
prohibitions and restrictions arise otherwise than under 
town-planning schemes. 

Under Parts III and IV, although restrictive covenants 
are included they are regarded as a separate kind from 
those which require registration under Class D (ii) of 
Part V of the Land Charges Register. 

The clerk to the local authority is, as a rule, the 
registration officer for the local registers. There is no 
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bar to an additional registration on the Land Charges 
Registers (where applicable). 

As to all four parts of the local registers we should 
observe that whether acquired before or after 1926 the 
charges are registered. But charges acquired after 
January I, 1926, if not registered, are void as against 
a purchaser for value. Charges created prior to that date 
after 1926 had come to an end required registration in 
order to affect a purchaser for value. 

As to searches of local registers, one can have either 
a personal or an official search, the latter with an official 
certificate. 

It is obvious that the main value of a search of these 
local registers, in addition to the search of the London 
Register of Land Charges, lies in the case of newly de- 
veloped properties. Certainly where building estates are 
being developed any dealings with such land as security 
ought to be safeguarded by searches in the appropriate 
local registers. How familiar we all are with road charges 
and paving, channelling and sewering apportionments. 
Then there are town-planning schemes and all kinds of 
rights (in the form of prohibition and restriction) acquired 
by local authorities. 


Obituary 


Sir Drummond Drummond Fraser 


The passing of Sir D. Drummond Fraser on July 31 last calls for notice 
in THE BANKER, not only on account of his achievements in practical 
banking, but also because he possessed a reputation in allied fields of 
activity. 

1 in 1867, he was the son of Mr. W. Murray Fraser, a Manchester 
banker. After leaving school he joined his father’s business, later to be 
transferred with it to the Midland Bank. There he was trained by Sir 
Edward Holden, and the fruits of this training were realized when Fraser 
joined the District Bank, which responded to his progressive and enlightened 
management. 

With his daily practical banking Fraser combined a study of theory, 
economics, and statistics. He was a Fellow and a member of the Council 
of the Royal Statistical Society, a vice-president of the Institute of Bankers, 
a past-president and trustee of the Manchester Statistical Society, and vice- 
chairman of the Manchester Committee for National Savings. He showed 
a real interest in University work—this is worthy of special mention—and 
became honorary lecturer in banking at Manchester University. To all 
this should be added the valuable work he did in war and post-war years, in 
respect of which the honour of knighthood was given him in 1920. 

Such is a rough catalogue of his activities, but perhaps his friends would 
prefer to recall his unfailing kindness, unstinted willingness to help— 
especially aspiring students—and his manliness. 
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The Hague Conference 


By Joseph Caillaux 


(Sénateur, ancien Président du Conseil) 


just begun. Will it reach a favourable con- 
clusion by the time these lines reach British 
readers ? 

I hope that it may, but I am scarcely reassured that it 
will be so. The negotiators will be faced by so many 
difficulties, and there are already so many controversies 
to be settled at this meeting—which might and should 
become the first Council of Europe reconciled with her- 
self—that it will undoubtedly take some time to conclude 
an agreement between all the nations of the Old Con- 
tinent which will enable them to free themselves from 
the past and to devote themselves entirely to the tasks 
of the present and the future. 

I do not propose to deal here with the purely political 
questions which, notwithstanding opinions to the contrary, 
constitute merely the secondary aspect of the problem. 
The present moment is first and foremost that for the 
settlement of accounts. It is figures—far too much 
neglected during and after the war—-which dominate 
the debate. And the central problem is this: Will the 
Young Plan receive the international approval which 
will enable it to become a reality ? 

As an observer free from responsibilities of office, I 
could not help being struck by the strong current of 
opinion against the Young Plan noticeable in Great 
Britain. As I have always been a faithful adherent of 
Franco-British friendship, I could not see without regret 
that this hostile attitude assumed the shape of an opposi- 
tion of interests between France and Great Britain, 
which tends not only to obscure the relations between 
both countries but also to jeopardize or delay the much- 
needed and much-expected liquidation of the war. 

Our British friends, Conservative and Labour alike, 
are complaining that the Young Plan is not too favourable 
to British interests. To tell the truth, it is not favourable 


N T the time of writing, the Hague Conference has 
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to any of the creditor nations of Germany. It represents 
to the latter an advantage as compared with the Dawes 
Scheme, but everybody conversant with financial ques- 
tions, both in England and France, has realized many 
months ago that the revision of the Dawes Scheme was 
inevitable. And it goes without saying that the revision 
has to be made at the expense of the Allies. 

Judging from the British newspapers of every shade 
of opinion, it seems to me that it is believed in Great 
Britain that the sacrifices demanded from that country 
are more considerable than those claimed from France. 
It is not. superfluous, from the point of view of the 
future of Franco-British relations, that this question 
should be discussed frankly by the British people. I 
suppose that the readers who follow my monthly articles 
in THE BANKER would attribute to me a sufficient freedom 
of mind to enable me to provide them with impartial 
additional information. 

Addressing the French Senate at the end of July, I 
had the opportunity of stating what I think of the Young 
Plan. I only made passing reference to the subject, as 
the essential part of my speech was devoted to inter- 
Allied debts, and especially to the agreement I signed 
with Mr. Churchill. I was not inspired by any hostile 
prejudice, as, on the contrary, I wished to support both 
the ratification of the agreements and the approval of the 
general disposition of the Young Plan. In spite of that, 
I could not help pointing out that the 8 milliards of vold 

marks France will receive from G rermany for reparations, 
added to the 4 milliards she has already received, repre- 
sent only a small part of the amounts required for the 
reconstruction of the devastated provinces. This single 
sentence is sufficient to indicate the extent of the sacrifice 
accepted by France. Notwithstanding the veil thrown 
by the years on the devastation caused by the war, the 
British public has a sufficiently good memory to recall 
this; and further, it will understand what it means for 
France to be obliged to bear about two-thirds of the 
expenses of repairing the damage done to her national 
wealth as a result of four years of fighting in her territory. 

Mr. Lloyd George, in one of his recent speeches in the 
House of Commons, has summarized the British criticisms 
against the Young Plan. He finds, first of all, a reduction 
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of the portion reserved for Great Britain by the Spa 
agreement. I fully understand that a statesman likes to 
remember the advantageous agreements he negotiated 
in the past—even if they did not produce any effect. On 
the other hand, in the French Parliament nobody was 
cruel enough to remind the past Governments of the time 
of the Spa Conference, when Germany was supposed to 
cover, not merely the total reparations and debts, but 
also pensions—the time when the figures discussed ran 
into hundreds of milliards of gold marks. It may well 
be asked whether Mr. Lloyd George remembers those 
astronomic figures. 

The former Prime Minister also contrasted British 
interests with French interests on another point. He 
complained that other countries were to receive an 
unconditional indemnity while the payments to Great 
Britain were to be subject to the possibility of being 
deferred for two years if Germany should be unable 
to pay. And British public opinion, with Mr. Lloyd 
George, is irritated by exclusion from specially favour- 
able treatment. These privileges, however, are applied 
only to the balance payable for reparations. With regard 
to the other amounts—of much more considerable 
magnitude—which are to cover France’s debt to Great 
Britain and the United States, France is exactly in the 
same position as Great Britain. Thus, France may also 
have to encounter the difficulties Great Britain would 
have to face if Germany were to ask for a moratorium. 
I even pointed out to the Senate that, should we have to 
suspend payments as a result of Germany’s suspension, 
we should be charged interest on the arrears, without 
being able to reclaim it from Germany. At least this is 
what the text of the Young Plan conveys. 

And, after all, if we examine it closely, the significance 
of the privilege of unconditional payments is very small, 
as, in reality, in case of a German suspension, even these 
payments may be reduced by half in the second year. 

Lastly, Mr. Lloyd George opposed the maintenance 
of deliveries in kind because the coal deliveries made 
by Germany compete with British trade. In France, 
deliveries in kind are subject to the same criticism. A 
nuniber of industrialists demand their abolition; they 
cause to French industries more harm than to British 
zZ 
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industries, because such payments are mainly absorbed by 
France. However, they contribute to solve the principal 
difficulty of international payments—that of transfers. 
It is evidently because of deliveries in kind that the 
Dawes Scheme was able to operate without bringing about 
a collapse of the German exchange, which would have 
jeopardized the chances of the scheme. We do not know 
yet—only experience will show it—whether the Young 
Plan, which provides for a gradual diminution of these 
deliveries, and their complete elimination in ten years, is 
in this respect more sound than the Dawes Scheme. 

I have not overlooked that the experts believe that, 
under the management of the International Bank, the 
transfer difficulties and currency troubles would easily 
be avoided. In order to be certain of this, however, we 
have to see this new institution at work. I stated my 
views about this in the last issue of THE BANKER, and 
I understand from the Press that the semi-official daily 
organ of the Labour Government has reproduced my 
article on the International Bank. I fully understand 
that the desire of supporting Mr. Snowden’s policy has 
increased the value of my criticism. It would be better, 
however, to use due discrimination. 

The Young Plan consists of two parts, which are 
entirely different in importance. One of them—which I 
regard as the plan in the proper sense of the term— 
determines the debt of Germany with an obvious modera- 
tion. It solves the problem of reparations by a com- 
promise which, as we have seen, imposes on France heavy 
sacrifices. The French nation accepts these sacrifices in 
the hope of assisting Europe to emerge from the after- 
math of the war. It does not do so in a spectacular way, 
as perhaps it takes it too much for granted that the 
whole world remembers what the catastrophe cost France. 
She accepts the plan because she is thereby enabled to 
honour her agreements of London and Washington. 
In short, she simply resigns herself to the inevitable. 
We in France fully understand that our British friends 
do not, any more than ourselves, admire the new scheme. 
But is it possible to cast aside the result of the lengthy 
labour of experts of all nations who spent weeks in the 
task of attempting to balance conflicting interests, who 
were often on the point of giving it up, and who have 
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certainly exhausted in the course of their discussions all 
imaginable combinations of figures ? 

With some modifications of detail, and especially with 
more detailed provisions to meet a possible suspension 
of payments and its consequences, the part of the Young 
Plan which deals with the European debts to the United 
States and reparations deserves to be retained. 

It has, however, another part, dealing with the Inter- 
national Bank. I have already indicated its dangers, 
and also its advantages. As I explained to the Senate, 
it is necessary to have a trustee to receive payments 
from Germany and to deal with the United States Govern- 
ment. It is equally necessary to establish a clearing-house 
of the central banks. It is also acceptable and reason- 
able that the profits of the bank should contribute to the 
liquidation of the war. These are advantages for the 
whole of Europe. They should not, however, disguise 
the dangers of financial imperialism which are threatened 
by the initial scheme. It is the task of the Governments 
whose representatives have met at the Hague to introduce 
into the statutes of the bank the necessary guarantees. 
It is possible—and essential—to reduce the rdle of the 
International Bank to that of a financial organization 
controlled by the interested States. 

To summarize my arguments. Though the emenda- 
tions to be made in the original scheme are important, 
they do not affect the essential part of the Young Plan 
its first part—-which was difficult to construct, and which 
it would be unwise to reject before knowing exactly 
and completely by what it might be substituted, and 
whether it would be possible to re-establish the carefully 
elaborated equilibrium of interests. The greatest dis- 
appointment the Hague Conference could possibly bring 
to adherents of peace and European co-operation would 
be the return of Great Britain to a policy of isolation. 
It is not possible to manage Europe without Great 
Britain ; it would be impossible to manage Europe against 
Great Britain. This may inspire the citizens of Great 
Britain with some pride, but it also indicates their 
responsibility. 

To meditate on this responsibility is my frank and 
friendly request to my readers on the other side of the 
Channel, 

Z2 
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Tendencies in American Banking 
Costs 
By H. Parker Willis 


F recent years more and more study has properly 
C) been given by practical bankers in the United 
States to the question of costs of bank operation. 
The problems in this field have unavoidably been some- 
what baffling, owing to the vast differences which prevail 
between institutions in organization and method, as well 
as in accounting technique. It is out of the question 
to exact of the bank of $100,000 capital in the small 
town of the West the same degree of efficiency and the 
same type of organization that are found in New York, 
Chicago, or in other great cities. With wide variations 
of method, and immense differences both in volume of 
business and in relationship of such business to capital 
funds, it has, likewise, been out of the question to establish 
any definite forms of practice in accounting, or of outgo 
per unit of transactions. 

Nevertheless, the studies of bank expenses and costs 
which were initiated by the Federal Reserve system 
before the general deterioration of its scientific work had 
begun, and which were later taken up and broadened 
in their application to national banks by the Comptroller 
of the Currency, have been continued and have produced 
some interesting comparative results. While, of course, 
comparisons between large and small banks must not be 
too severely pushed to logical (or illogical) conclusions, 
some useful data have been developed through the 
analysis of returns from given groups of banks over 
periods of years during which the same types and kinds 
of information have been accumulated—although, un- 
fortunately, the rapid progress of the merger movement 
has broken into the classification of various groups. These 
changes have reduced the homogeneity of the data, though 
they are far from having destroyed the usefulness of the 
information. 
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The most valuable of the current figures have usually 
been obtained from the Federal Reserve banks of 
Boston and New York, and relate to conditions in those 
two districts (Districts I and II respectively in the 
Federal Reserve grouping). The latest data have recently 
become available, and may be considered for the light 
they throw upon the points to which reference has been 
made above. In studying them, attention may well 
be directed, first of all, to the movement of earnings; 
second, to their distribution; and, finally, to the 
differences between various groups of banks as regards 
the application of their funds. 

The Federal Reserve Bank of New York has computed 
for a large selected group of the (member) banks in its 
district the relationship between earnings and _ total 
available funds (meaning by the latter term the capital, 
surplus undivided profits, deposits, borrowed money, and 
notes in circulation). This shows that the percentage 
relation borne by gross earnings to total funds averaged, 
in 1923-28, 5°3 per cent., rising from 5°2 per cent. 
in 1923 to 5°5 per cent. in 1928. At the same time, 
however, net earnings averaged 1°6 per cent. of capital 
funds (capital surplus and undivided profits), remaining 
practically stable in each year throughout the period 
at that figure (1°6 per cent.). In short, although gross 
earnings did, net earnings did not increase. Indeed, net 
earnings, measured as a percentage of capital funds (capital 
surplus and undivided profits), fell off from 13°6 per cent. 
in 1923 to 13 percent. in 1928. This, too, was in spite 
of the fact that the period had been one of great growth 
in deposits and business turnover. What had become 
of the increase in gross earnings ? 

The answer is afforded by an analysis of the disposition 
made of these earnings. Interest paid on deposits shows 
a great growth. The average of such interest paid for 
the period was 36° 1 per cent. of gross earnings rising from 
34°3 per cent. in 1923 to 37°2 percent. in 1928. Salaries 
and wages fell off, being 18°8 per cent. of gross earnings 
in 1923, and 18°5 per cent. in 1928. Interest on borrowed 
money was about stable throughout the period, being 1°6 
per cent. of gross earnings, while ‘‘all other expenses’”’ 
showed a distinct decline, and losses charged off on 
loans and discounts a nominal shrinkage from 4 per cent. 
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in 1923 to 3°5 per cent. of gross earnings in 1928. The 
general conclusion is that increased gross earnings during 
1928 were practically absorbed in inter-bank competition, 
as reflected in greatly enlarged interest. payments. 
Losses of all kinds declined during the period ‘and, had it 
not been for that fact, the general showing must have 
been considered unwholesome. The general'conclusions 
arrived at for the New York district are evidently fairly 
representative also of conditions in general. We may 
verify them by a glance at those obtained for the Boston 
district from 207 selected banks. There the percentage 
of interest on deposits to gross earnings was, in 1928, 
36°9 per cent. in Boston and 39°9 per cent. outside 
it, as against the 37°2 per cent. reported in New York; 
while net earnings in 1928 were: 25°3 per cent. of gross 
earnings in Boston and 21°8 per cent. outside, against 
28°5 per cent. in New York (district). At the same 
time, interest paid on borrowed money was I°7 per cent. 
of gross earnings, as against 1°6 per cent. in New York. 
It is worth noting that in New York interest on loans 
and investments was 86°7 per cent. of all income in 
1928, while in Boston it was 90°7 percent. The difference 
between the two districts is small and undoubtedly 
represents the greater participation of, or dependence 
on stock market profits as a source of income in New 
York. 

These figures, and such other data as are available 
from other parts of the country, have a striking degree 
of uniformity and indicate the extent to which banking 
methods, charges, and expenses have been standardized 
(so far as income and outgo are concerned), throughout 
the country. They also show that, contrary to general 
supposition, American banking is not very profitable. 
Remembering that the figures just cited are taken only 
from presumably sound, solvent banks, and include none 
that failed, remembering also that the Comptroller of the 
Currency has, for several years, been in the habit of 
reporting national bank dividends as averaging only 
about 7 to 8 per cent. on capital funds actually em- 
ployed, clearly American banking is not a “ gold mine.” 
The same sets of Federal Reserve figures to which 
reference has just been made show, in fact, that in 
New York in 1928 capital funds (capital, surplus, and 
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undivided profits) were 15°7 per cent. of gross deposits, 
while in Boston during the same year they were much 
the same. The banks had therefore only about six-and- 
a-half times as much in deposits as they had in capital 
funds—a situation which corresponds roughly with that 
shown by the Comptroller’s figures of former years for 
the nation as a whole. 

It is now desirable to compare the banks whose returns 
are available with one another by groups. In New 
York, of course, the widest inter-bank differences are to 
be found. For 35 banks in New York City in 1928, 
each with more than $10,000,000 of loans and investments, 
it appeared that capital funds were only 16°5 per cent. 
of gross deposits, while the ratio of gross earnings to 
total available funds was 5 per cent., as compared with 
5°4 per cent. for 40 banks with less than $500,000 of 
loans and investments each; and net earnings were only 
I‘7 per cent., as compared with 1° 4 per cent. in the small 
bank group just cited. The ratio of net earnings to 
capital funds was 12°8 per cent., as against 10°6 per 
cent. in the small bank group. The differences between 
the managements of the small and of the large banks 
begin to appear more clearly, however, in connection 
with the distribution of earnings. In the large bank 
group referred to, salaries and wages were 20°5 per cent. 
of gross earnings, while in the small bank group they 
were 21°5 per cent., and interest on deposits—a 
striking measure of bank competition in the United 
States—was 27°4 per cent., as against 35°3 per cent. 
paid by the small banks. Total current expenses were 
66°4 per cent. of gross earnings in the large and 73°8 
per cent. in the small group; while net earnings were 
33°6 per cent. in the large, and 26°2 per cent. in the 
small group. This left the ratio of net profits to gross 
earnings, after losses and depreciation had been charged 
off, and recoveries had been allowed for (but before 
dividends had been paid), of 29 per cent. for the large, 
and 20°1 per cent. for the small banks. 

In the Boston district the nine large banks in Boston 
itself report net current earnings from banking operations 
as 25°3 per cent. of gross current earnings (a figure to be 
compared with 33°6 per cent. in New York), and the 
198 country banks reported upon in the Boston district 
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returned 21°8 per cent. (a figure to be compared with 
26°2 per cent. in New York). The large Boston banks, 
moreover, show total interest payments amounting to 
38°6 per cent. of gross current income, while the country 
banks show 41°4 per cent. Total operating expenses 
(except interest paid) were 2°3 per cent. of loans and 
investments in Boston and 2°1 per cent. outside the 
city, while net current earnings from banking operations 
were I°5 per cent. of loans, discounts, and investments 
inside and 1°3 per cent. outside Boston—thus leaving 
a profit margin of *8 per cent. of loans and investments 
inside, and exactly the same figure outside, Boston. 
The differences between the large and small banks are 
thus seen to be much more marked and obvious in New 
York than in Boston, and this conclusion is sustained by 
other available evidence. 

This analysis throws some valuable light upon the 
position of banking share values and of banking com- 
petition in the United States. As is well known, the 
past year or two have witnessed a remarkable growth 
of bank shares in quoted value both in New York and 
in some other American cities. The years in question 
have, moreover, been characterized by a great develop- 
ment of the merger movement among banks. The 
movement has not spread widely among the smaller 
banks; indeed of late there has been a revival of bank 
failures, and a good many of the smaller institutions 
have gone to the wall. This tendency to failure is likely 
to be carried much farther even than at present. But 
it has had very much the same sort of influence as the 
merger movement among the larger institutions. It has 
tended strongly to reduce the number of banks, not a 
few being merely closed, while others have been absorbed 
by (not “merged with’’) others, and in a variety of 
cases ‘‘ chain banking ”’ has been resorted to as a means 
of keeping weak institutions which otherwise would have 
failed or closed their doors in actual operation under a 
common management. What is happening is obviously 
a gradual elimination of the weaker by the stronger. 
It is significant that this change is not taking place as 
the result of direct competition, whose effect is to make 
it difficult for the smaller banks to survive, but is rather 
because small or badly-managed banks do not deserve 
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public confidence. New methods of transportation, and 
particularly the general use of the automobile by farmers 
and by others who live in sparsely-settled regions, have 
rendered possible a transfer of business from local 
to town banks. The competition between banks has 
become at bottom a competition in soundness and 
efficiency—in spite of the constant contest for deposits— 
rather than a direct struggle for clientele. 

The figures are also interesting as suggesting that 
standard costs of operation do not vary a great deal 
between fairly well-managed large and small banks; but 
that the real field of variation is found in the expenses 
of competition and self-maintenance, such as the payment 
of interest on deposits. American country banks continue 
to pay absurdly high rates of interest in the cities, but these 
are not carried to the extremes that exist in the smaller 
places. Nevertheless, in practically all places they repre- 
sent an important addition to the cost of doing business, 
and accordingly the practice implies higher charges. It 
is, in short, as these figures clearly show, a major cause 
of high rates of interest at banks throughout the country. 

In this same connection it is worthy of special note 
that the figures compiled by the Reserve banks, clearly 
show the continuation of the growth of savings, as 
against demand deposits, of which so much is said by 
expositors and critics of American prosperity. The figures 
also throw an interesting side-light upon the whole deposit 
question. In the New York district during 1923-28 
demand deposits averaged 52°7 per cent. of gross deposits 
of all kinds. The figure started in 1923 at 57°2 per cent. 
In 1928, the last year of the period, the percentage 
was, however, only 47°4 per cent. The decline had 
been steady, and the meaning of it is not merely 
the growth of savings deposits, but the transfer of 
funds from demand account to savings, under the 
influence of high rates of interest offered for “‘savings”’ 
deposits; and, of course, the fact that reserves required 
against savings deposits are nearly negligible (3 per cent.). 
The terdency is thus very strong to shift idle funds from 
demand to savings account, draw interest on the funds as 
long as they are carried under that head, and, when needed, 
shift them back to demand deposit account. The 
process is severe in its effect on the banks, especially 
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at times when demand deposits are being actively called 
for cashing; but at other times it enables the banks to 
dispense (correspondingly) with reserves, while they 
likewise gain a wider latitude in using their funds in 
loans on real estate. The New York figures show that 
the change has occurred most rapidly among the smallest 
group of banks (in the country), where demand deposits 
were, on the average, only 53°2 per cent. of all deposits 
in 1923-28, as against 43°7 per cent. in 1928, while 
in 1928 the large banks of New York City reported demand 
deposits as 80°6 per cent. of the total, when the average 
for the period was 84°3 per cent. Here is another 
illustration of the rapid movement of the smaller banks 
towards a non-liquid (and unprofitable) position, while 
the larger institutions are protecting themselves and 
safeguarding their position. 

The relation between the banks and the securities 
market is also deserving of some study, particularly as 
between the city and country banks. New York figures 
show that for the district as a whole, banks of all sizes, 
regardless of location, reported among sources of earnings 
a figure representing “profit on securities sold.’’ This 
figure in 1927 was 7°4 per cent. of gross earnings, and in 
1928 was 6°5 percent. The banks, however, also reported 
“losses charged off on securities ’’ as 2°7 per cent. in 1928, 
and in order to get net profits the latter should be 
deducted from the former. Such a deduction shows net 
final profits on sales of securities to be 5°4 per cent. of gross 
earnings in 1927, and 3°8 per cent. in 1928. For the period 
1923-28 as a whole, it is not likely that the net profits 
on sales of securities averaged over 4 per cent. of gross 
earnings. Certainly this does not show the banks as 
very successful speculators; and the city banks were 
less so (relatively speaking) than the country institutions, 
for the group of largest New York banks reports net profits 
on sales of securities in 1928 as only 29 per cent. of gross 
earnings. It is interesting to conjecture what they would 
have reported in a year in which market conditions were 
generally unfavourable. Speaking of the result of its 
investigations in New England, the Boston Reserve 
Bank (which makes a brief analysis of a condition as to 
which New York officials maintain a prudent silence) 
has this to say : 
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“Profits on securities sold, and other non-current 
income, augmented aggregate net current earnings in 
Boston banks by 31 per cent., and by 18 per cent., 28 per 
cent., and 36°8 per cent. the net earnings of the three 
classes [groups] of country banks. On the other hand, 
total losses and charge-offs amounted to 57 per cent. in 
Boston, and to 18°6 per cent., 28 per cent., and 36°7 per 
cent. respectively in the country banks. The percentage 
of profit taken on bonds and stocks sold amounted to ‘5 per 
cent. of the average security holdings of Boston banks, 
and to °7 per cent. in most country banks.” 

Apparently New England banks would have fared 
better had they rigidly restrained themselves from dab- 
bling in stocks and securities of recent years. Some 
interesting conclusions, however, may be derived from 
these figures generally, as regards the relation between 
commercial paper and investments in the portfolios of 
the various groups of institutions. Broadly stated, city 
banks (contrary to general impression) derive a larger 
proportion of their gross income from loans and discounts 
than do the country banks, which rely more extensively 
upon bonds and stocks to produce their interest income. 
Moreover, the proportion of income derived from invest- 
ment securities by country banks increases as the pro- 
portion of time deposits to gross deposits rises. Again, 
the rate received on bonds and stocks tends to rise as the 
proportion of time deposits to gross deposits increases ; 
and, in practically all classes of country banks is higher 
than in the typical city bank. A further point of con- 
siderable interest is that, as time deposits increase in 
proportion to total deposits, the cost of operation in- 
volved in salaries and wages falls. Highest personnel 
expense is found where banks are doing an essentially 
commercial business, and so have to perform expensive 
operations, particularly in the management of checking 
accounts. 

Reviewing the entire situation as shown by the figures 
for two of the chief of the districts of the Federal Reserve 
system, it is hard to resist the conviction that matters 
are moving very fast toward the complete transformation 
of the American banking system. Superficially, the 
general character of the situation is indicated by the fact 
that the number of banks is being so steadily reduced as 
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it is, through failures, mergers, and other readjustments. 
Internally, the symptom of chief interest is that costs 
and losses are moving against the small bank, while 
so-called “‘mass production,” the doing of business 
on a large scale, and the corresponding cheapening of 
current expenses per unit, are giving the city bank a 
lower “cost of production,’’ and enabling it to give more 
extensive and elaborate services. 

This ability brings it business and increases its de- 
posits. Customers abandon the local bank and take 
their trade to the city, while the growing tendency to- 
ward concentration of business, and the increasing size 
of plants and individual enterprises naturally operate to 
bring about a tendency toward amalgamation and the 
transfer of financial and borrowing operations to the 
larger cities. The country bank fights against this 
tendency as well as it can, and endeavours to buy 
deposits by the offer of interest, while it cuts its costs 
through the use of its funds in investments (often badly 
chosen) and (too often) refuses credit to local enterprises 
which need support. 

In such circumstances, the gradual squeezing out of the 
small bank becomes inevitable, and only the existence of 
laws and customs directed against branches safeguard 
smaller institutions against competition which would 
kill them. Obviously, it is only a question of time when 
the small bank in the country will become practically 
obsolete. This does not mean that the United States 
will necessarily be organized on its banking side by a 
few large concerns, as is the case in Great Britain and 
some other countries, but merely that as branch banking 
comes to be better recognized and admitted, the 
multitude of small, expensively and incompetently 
operated institutions will be reduced or eliminated. 
Neither the size of, nor the variety of industry in the 
United States would seem to permit so high a degree of 
banking concentration as exists in some other countries, 
nor would it, probably, be a remunerative and advan- 
tageous way in which to organize the borrowing of the 
nation. But the present methods are tremendously 
expensive and inefficient, and their termination is only 
a question of time. 
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UNITED STATES 


NUMBER of bank failures have been reported 
A recently from various parts of the United States. 
The State which was affected to the greatest 
extent is Florida, where one of the leading banks, 
the Citizens Bank Trust Co., with its nine subsi- 
diaries, closed its doors. There were other suspensions, 
numbering altogether twenty - two, having deposits 
totalling $22,000,000. The immediate cause of the 
failures was the damage to crops done by the fruit fly, 
the losses from this coming on top of a series of calamities 
affecting Florida during the last few years. Among these 
was the collapse of the building boom in 1926, and 
several severe hurricanes and floods. The banking crisis 
itself was accentuated to some extent by unnecessary 
withdrawals of deposits. The State of New Jersey also 
had its share of bank suspensions, and the Hobart Trust 
Company, of Passaic, and two of its subsidiaries—the 
Merchants Bank and the Service Trust Company—-have 
been closed by order of the New Jersey State Department 
of Banking. Their total assets amount to $5,000,000. 
Mr. William Elliott, vice-president of the bank, who 
disappeared for three davs at the beginning of July, 
is stated to have been kidnapped by Chicago gunmen; 
and the publicity connected with the affair has done the 
bank much harm. New York also has suffered, for the 
private bank of Clarke Brothers has closed its doors with 
a loss of $5,000,000. Criminal proceedings have been 
initiated against the senior partner who pleaded guilty to 
using the mails to defraud, and to accepting deposits after 
he knew the bank had failed. Depositors were naturally 
attracted by the 54 per cent. interest allowed by the bank. 
In the west the Pan-American Bank of Los Angeles has 
been closed by the superintendent of the California State 
Banking Department; and in the State of Nebraska, 
eleven small State banks have failed recently. 
As an offset to the frequency of the failures of small 
banks, the progress of the amalgamation movement is 
particularly welcome. In Chicago an amalgamation has 





328 THE BANKER 


been arranged between the Foreman Trust & Savings 
Bank and the State Bank of Chicago. The new style 
of the firm will be the Foreman National Bank of Chicago. 
It will have combined resources of $221,780,000, of which 
$179,673,000 represent deposits; and the share capital 
will be $11,000,000 divided into 110,000 shares of $100. 
In New York a fusion has been arranged between the 
International Germanic Trust Co. and the Mutual Trust 
Co. The capital of the new bank will be $12,000,000. 
The Mutual Trust Co. was established recently to assist 
the State of New York in the liquidation of the City Trust 
Co., which failed a short time ago. Depositors of the 
latter will receive payment in full this year, and the new 
company will now acquire control over the five branches 
of the City Trust Co. The previously-reported amalgama- 
tion of the Seaboard National Bank and the Equitable 
Trust Co. will come into effect on September 16, 1929. 
Mr. S. Stern, vice-president of the Seaboard National 
Bank, is to assume the direction of the combined foreign 
departments of the amalgamated banks. 

The first combined statement of the Bank of Man- 
hattan Co. and the International Acceptance Bank since 
their amalgamation shows a total capital of $22,250,000, 
surplus and undivided profits of $43,450,000, total 
deposits of $519,210,000, and combined resources of 
$675,852,000. Mr. Benjamin Strong, junr., has been 
elected assistant vice-president of the bank. 

A new bank has been established by Polish interests in 
New York under the name of Founders National Bank of 
New York. Its capital amounts to $600,000 and its 
reserves to $300,000. 


FRANCE 


An arrangement has been concluded between the 
Banque Transatlantique S.A. of Paris and the Anglo- 
South American Bank, according to which the former will 
take over the banking business hitherto transacted by 
the latter’s French subsidiary, the Banque Anglo-Sud 
Américaine S.A. By the arrangement the Anglo-South 
American Bank acquires a shareholding in the Banque 
Transatlantique, which latter will act as its Paris corre- 
spondent. Mr. A. C. E. Kimber, general manager of the 
Anglo-South American Bank, and M. Charles Poirson, 
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general manager of the Banque Anglo-Sud Américaine, 
will join the board of the French bank. he decision of the 
British bank to replace its French subsidiary by means of 
a participation in a French bank is in accordance with the 
general tendency noticeable during the last few years. 
Banks which possess branches or subsidiaries on the 
Continent find it difficult to compete with well-established 
local banks which have close connections with first-class 
business houses; and as usually the foreign banks can 
only get the business refused by local banks this does not 
make for good working conditions. 

The Banque de Il’Algérie has been authorized to 
increase the limit of its note issue from 2,100,000,000 f. 
to 2,400,000,000 f. Originally, the increase was intended 
to be 200,000,000 f. only; but as the note reserve of the 
bank declined to 50,000,000 f. and seasonal requirements 
amounted to nearly 400,000,000 f. last year it has been 
deemed advisable to grant an increase of 300,000,000 f. 

The annual report of the Banque de Syrie et du Grand 
Liban shows a decline of its activities, owing to economic 
depression in the protectorate. Discounts during 1928 
amounted to 499,800,000 f., against 664,300,000 f. during 
1927. The note circulation increased during 1928 by 
18,700,000 f. to 172,200,000 f. 

The net profits of the Banque de la Martinique for 
the first half of 1929 amounted to 2,511,000 f., against 
2,403,000 f. for the corresponding period of 1928. 

The Crédit Foncier de France earned a profit of 
47,093,000 f. during the first half of 1929, against 
40,723,000 f. during the corresponding period of 1928. 
During the first half of the current year the amount of 
loans granted increased by no less than 363,000,000 f. 
As no new debentures were issued this had to be financed 
by the sale of part of the bank’s holding of Government 
securities; but it is expected that the bank will raise new 
capital within a few months. 

The Banque Générale du Nord has decided to reduce 
its subscribed capital from 100,000,000 f. to 50,000,000 f. 
and its paid-up capital from 63,254,750 f. to 50,000,000 f. 
by returning amounts in excess of 250 f. paid up by share- 
holders on the shares of 500 f. nominal. The capital will 
later be raised again to 100,000,000 f. through the issue 
of 200,000 new shares of 250 f. nominal. 
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GERMANY 

The period urider review was characterized by an 
unusually large number of suspensions among small 
banks. The Getreidekreditbank A.G., Mainz, suspended 
payments and filed its bankruptcy petition. Its director, 
Georg Hoffmann, has been arrested. The losses are 
stated to have originated by unauthorized speculation 
with the bank’s funds, and other irregularities. Its 
liabilities amount to about 2,000,000 reichsmarks, and it 
is believed that only about half of this amount is covered 
by assets—the bank’s creditors, including, it is under- 
stood, the Preussische Staatsbank and the Rentenbank- 
Kreditanstalt. The Getreidekreditbank was established 
in 1923 to carry on business in the southern part of the 
occupied area. Its capital is 375,000 reichsmarks, and 
it paid a dividend of 10 per cent. for 1927. Some months 
ago, the Getreidekreditbank of Magdeburg failed, with a 
liability of about 8,000,000 reichsmarks. 

The liabilities of the Berlin banking firm, Hundert- 
marck & Co., which suspended payment in July, amount 
to 618,000 reichsmarks, while its assets are negligible. It 
is hoped that, through a settlement out of court and a 
moratorium, it will eventually be possible to secure a 
dividend of 30 per cent. The Hanover banking firm 
W. Tappen & Co. has suspended payments. It was 
established in 1923, but has not played an important part 
in local banking. The Breslau banking firm Wallenberg- 
Pachaly & Co., which suffered losses as a result of the 
failure of some of its customers, also has suspended pay- 
ments, while the house of L. Blumenthal, Oranienburg, 
established so long ago as 1852, has declared its insolvency. 
Its creditors are mostly local farmers. Negotiations 
between the Cologne banking firm Pryn & Co. and its 
creditors for a settlement out of court have been con- 
cluded, the outcome of which is expected to be a dividend 
of about 70 per cent. None of the banks mentioned is 
of any importance in international relations, but the 
frequency of failures among small banks is, nevertheless, 
a disturbing feature. 

The Kreditbank A. G., Berlin, earned a net profit o 

- 99,221 reichsmarks in 1928, against 115,338 reichsmarks 
for 1929, but no dividend has been declared. The 
annual report of the Bayerische Staatsbank, Munich, 
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shows a decline of deposits and creditors from 387,000,000 
reichsmarks to 343,000,000 reichsmarks. Discounts alone 
declined from 117,000,000 reichsmarks to 74,000,000 
reichsmarks. 

ITALY 

The Italian subsidiary of Barclays Bank, which was 
established in 1925 under the name of Barclays Bank 
S.A.I., in Rome, intends to reduce its paid-up capital 
from 21,875,000 lire to 12,250,000 lire. Subsequently, 
the capital is to be raised to the authorized maximum of 
50,000,000 lire. 

The net profits of the Banco di Roma for the first 
half of 1929 amounted to 9,133,880 lire, against 9,079,951 
lire for the corresponding period of 1928. 

A new bank has been established in Naples under the 
name of Banca Agricola Commerciale del Mezzogiorno, 
with a paid-up capital of 50,000,000 lire. It is controlled 
by the Banco di Napoli, and it has been established with 
the object of amalgamating a number of small local banks. 


BELGIUM 


The net profits of the National Bank of Belgium for 
the first half of 1929 amounted to 168,224,000 f., against 
140,928,000 f. for the second half of 1928. The half- 
yearly dividend has been raised from 524 f. to 624 f. net. 
The gold reserve increased during the first six months 
from 4,517,000,000 f. to 5,016,000,000 f. ; while the foreign 
exchange reserve declined from 2,707,000,000 f. to 
2,251,000,000 f. The note circulation advanced from 
II,511,000,000 f. to 12,309,000,000 f. 

The Crédit Général du Congo intends to establish a 
subsidiary company, having a capital of 70,000,000 f. 
To that end, it intends to raise its own capital from 
150,000,000 f. to 225 000,000 f. 


AUSTRIA 


Negotiations are stated to be in progress for 
the amalgamation of the Bankanstalt der Ersten 
Oesterreichischen Sparkasse with the Oesterreichische 
Creditanstalt. The Bankanstalt was established seven 
years ago by the Creditanstalt and the Ersten Oester- 
reichische Sparkasse, so as to re:ieve the latter of part 
of its activities. The shares of the Bankanstalt are at 
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present held jointly by the two institutions, and now 
the Creditanstalt will acquire the total share capital and 
will absorb the Bankanstalt. 

The liquidation of the Oesterreichische Kaufmaen- 
nische Bank has been completed through the sale on 
auction of the outstanding doubtful claims. The total 
of these claims was 1,363,000 schillings, which were sold 
for 5,030 schillings. The creditors received altogether 
15 per cent. The liquidation of the Zentralbank is 
making progress. Up to December I, 1928, claims to 
an amount of 35,547,000 schillings have been received. 


HUNGARY 


It is believed that the foreign creditors of both the 
Hungarian Land Credit Bank and Bankhaus Simon 
Krausz, which suspended payments recently, will be 
paid in full. The latter’s foreign creditors include the 
European General Finance Corporation, Ltd., with a 
claim of £58,000, and another London firm with a claim 
of 300,000 pengo. The small creditors will also be paid 
in full. As to the Land Credit Bank, possibly all 
creditors will be paid in full, though it may take years 
until the assets can be realized. The Hungarian Com- 
mercial Bank of Pest will take a participation in the bank- 
ing firm Latzko and Popper, whose difficulties will 
thereby be eliminated. 

A group headed by Messrs. Helbert Wagg & Co. has 
taken 100,000 shares of the British-Hungarian Bank, at 
a price of 884 pengo per share of 50 pengo nominal. 
There will be a further issue of shares at a later date. 
The half-yearly balance-sheet of the bank shows a net 
profit of 1,525,000 pengo, against 1,505,000 pengo for the 
corresponding period of 1928. The half-yearly balance- 
sheet of the Hungarian Discount and Exchange Bank 
shows an increase of the net profit from 1,190,000 pengo 
to 1,240,000 pengo, and that of the Pester Vaterlandische 
Sparkasse from 1,731,000 pengo to 2,007,000 pengo. 


ROUMANIA 


The Government has introduced a Bill authorizing 
the establishment of a bank under the name of Creditul 
Agricol, with a capital of 500,000,000 lei, half of which 
will be subscribed by the Government and the other half 
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by Roumania and foreign interests. It is thought that 
the same international banking group which issued the 
stabilization loan will take over a large block of the 
shares of the new bank, which will have authority to 
issue mortgage bonds abroad up to a maximum of ten 
times its share capital. 

The Bucharest private banking firm Banca Lazaris, 
with branches at Galati and Braila, has suspended 
payments. Its liabilities amount to about 30,000,000 lei. 

The net profits of the National Bank of Roumania 
for the first half of 1929 amounted to 64,000,000 lei, 
against 62,500,000 for the corresponding period of 1928. 
The balance-sheet dated June 30 shows an increase of 
the gold reserve from 10,595,000,000 lei to 10,599,000,000 
lei, while the note circulation increased from 18 ,798,000,000 
to I9,I1I2,000,000. 

YUGOSLAVIA 


The Slavenska Banka, which suspended payments 
some years ago, is offering its secured creditors 100 per 
cent. and its unsecured creditors 22 per cent. Depositors 
representing claims of about 30,000,000 dinars are willing 
to accept the offer, but other creditors are against it. 


BULGARIA 


The National Bank of Bulgaria recently celebrated 
its fiftieth anniversary. It was established in 1879 by 
the Russian occupation authorities. Originally a com- 
mercial bank, it received exclusive rights of note issue in 
1885. Owing to the people’s distrust of bank notes, 
however, its note circulation remained very low for some 
years ; and it was not until the beginning of the twentieth 
century that it was able to carry out the functions of a 
bank of issue. Although during the war it had to 
supply the Government with funds which resulted in 
inflation, this was checked shortly after the war was over. 
As a result of the revision of its statutes, it has now been 
made entirely independent of the Government. 

The net profits of the Banca Commerciale Italiana 
e Bulgara, Sofia, for 1928 amounted to 10,939,000 leva, 
and a dividend of 15 per cent. has been declared. 
Deposits amounted to 873,413,000 leva at the end of last 
year. The bank is affiliated to the Banca Commerciale 
Italiana. 

AA2 
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GREECE 


The issue of 13,333 shares of the Bank of Greece has 
been heavily over-subscribed. The Government has 
decided to issue the third instalment of 13,333 shares to 
the public. The recently established Banque de Crédit 
Foncier is negotiating a loan of £500,000 in London. 


SPAIN 


The Bank of Spain celebrated its centenary in July. 
Established in 1829 under the name of Banco de San 
Fernando, with an initial capital of 60,000,000 reales, in 
1847 it absorbed the Banco de Isabel II, and assumed 
the name of Nuevo Banco Espanol de San Fernando. 
It assumed its present name in 1856. 

The Banco Espanol de Credito is to absorb the Banco 
de Oveido. The former was established in I1g02, and has 
a paid-up capital of 39,910,000 pesetas. The latter was 
created in 1920 through the amalgamation of several 
banks, and has a paid-up capital of 9,540,000 pesetas. 
The shareholders of the Banco de Oveido will have the 
option of making a cash payment of 150 per cent. of the 
nominal amount of their shares or of exchanging their 
shares against those of the Banco Espanol de Credito at 
the rate of three to one. Asa result of the deal the Banco 
Espanol de Credito will acquire control of the Banco 
Gijanes. 

A new bank has been established at the Franco- 
Spanish frontier station Irun, under the name of Banco 
de Irun, with a capital of 2,000,000 pesetas. 

The Banco Hispano Colonial earned a net profit of 
2,548,000 pesetas in 1928, against 2,385,000 pesetas in 
1927. The dividend has been raised from 30 per cent. to 
32 per cent. 


PORTUGAL 


An agreement has been reached between the Portu- 
guese Government and the Banco Nacional Ultramarino 
for the renewal of the latter’s note-issuing privilege for 
all Portuguese colonies with the exception of Angola. 
The shares of the Banco de Angola held by the bank will 
be sold at par to the Caixa Nacional de Credito, Lisbon. 
The Banco Nacional Ultramarino will increase its capital 
to 135,000,000 escudos, and will have authority to 
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increase it still further to 200,000,000 escudos. There 
will be an issue of 85,000,000 escudos in the near future, 
part of which will be taken over by the Governments of 
the colonies in which the bank operates. The issue price 
for these shares has been fixed at 170 escudos. The 
board of directors will consist of the governor and 
deputy-governor, and six directors, two of whom will 
be nominated by the Government. The shareholders’ 
meeting held on August 2 ratified the agreement. 


DENMARK 


The net profits of the Nationalbanken i Kobenhavn 
amounted to 5,500,000 kroner, against 5,700,000 for 1927. 
The dividend remains unchanged at Io per cent. 


POLAND 


The Bank for Commerce and Industry of Warsaw 
will be reconstructed under the auspices of a French 
financial group. Its share capital will be raised to 
8,000,000 zloty, of which the French group is to take over 
3,000,000 zloty. Its name will be changed into the Bank 
for Foreign Trade of Warsaw. The net profits of the Bank 
Zachodni of Warsaw amounted to 1,081,000 zloty for 
1928, against 1,562,000 zloty for 1927, and the dividend 
has been raised from 8 per cent. to 9 per cent. 


DANZIG 


The Jewish Public Bank A.G., Danzig, intends to 
reduce its share capital and to raise it again at a future 
date. Its authorized capital was raised to 500,000 gulden 
in 1927, for which year a dividend of 7 per cent. was paid. 


LATVIA 


The Latvian Commercial and Industrial Bank earned 
a net profit of 36,681 lats for 1928, on a share capital of 
2,100,000 lats. The Nordische Bank is increasing its 
share capital from 600,000 lats to 8v0,000 lats, through 
the issue of 2,000 shares at 100 lats. 


CHILE 
The Minister of Finance has issued a decree authorizing 
the liquidation of the Banco de Chile y Alemania in 
response to an application presented in April last. 
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ARGENTINE 


The net profits of the Banco de la Provincia de 
Buenos Aires amounted to 7,400,000 pesos for 1928, 
against 8,810,000 pesos for 1927. The dividend remains 
unchanged at 74 per cent. The amount of outstanding 
mortgage bonds increased from 101,400,000 pesos to 
122,280,000 pesos, while the number of the bank’s 
branches increased to eighty-one. 


MEXICO 
The report of the Banco Peninsular de Mexico for 
1928 states that the liquidation of the bank did not 
make much headway during last year owing to the 
troubled conditions. The Government continues to be in 
default in respect of its debt to the bank. 


CHINA 


The Chinese authorities of Charbin assumed control 
of the Bank of the Far East established by the Soviet 
authorities. A number of employees of the bank have 
been arrested, and normal business activity has been 
suspended. 

The recently established Central Bank of China will 
probably take over the Central Bank of Canton, which 
will become its Canton branch. The difficulty is to 
provide an adequate reserve for the notes issued by the 
Central Bank of Canton. This bank, established in 1924 
by the revolutionary Government of Kwantung, was 
reorganized in March 1929, and its capital raised to 
13,000,000 dollars. 


Barclays Bank (Canada) 


At the first meeting of shareholders held recently in 
Montreal, Sir Robert Borden, ex-Prime Minister of 
Canada, was elected President of Barclays Bank (Canada). 
Mr. Arthur B. Purvis, president and managing director 
of Canadian industries, was elected vice-president, and 
Mr. J. R. Bruce was appointed as manager. 

The following directors were also elected: Hon. 
L. A. Tascherau (Premier of the Province of Quebec), 
Mr. A. A. Magee, Mr. W. O. Stevenson, Mr. H. P. Alton, 
and Mr. J. S. Crossley. 
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Canadian Banking Profits and Costs 


By a Canadian Correspondent 


in Canada, one must not overlook the remarkably 

rapid change that has taken place in the last few years 
in the general economic conditions of the Dominion. 
The change has radically altered the relative importance 
of some items in the general statement—current loans 
especially. A few years ago loans to mercantile, mining, 
manufacturing and agricultural concerns played a much 
larger part in banking turnovers than they do today. 
To some extent, slow-moving, long-period changes may 
be held accountable. But the quick-moving financial 
disturbances of the last four or five years have brought 
about a sweeping change in the Canadian manufacturing 
system. This is the notable speeding-up of merchandise 
turnover, a quickened movement of stocks-in-trade, 
which has characterized American and Canadian manu- 
facturing since 1923. It is the so-called “‘hand to mouth” 
buying which originated in the United States. 

English business men would be surprised to know 
how long stocks-in-trade used to be held on this side of 
the Atlantic prior to the war. In many lines of business 
twice-a-year buying was the rule. In some, stocks were 
renewed once yearly. To a large extent that was a 
tradition handed down from father to son from the days 
when roads were open and river navigation possible 
only at certain seasons. (Even today, throughout 
Canada and the United States, the word “ shipping ” 
means dispatching or forwarding by rail or road or 
mail—a survival of the pre-revolution Colonial times 
when the only means of sending goods was by coasting 
vessel.) All this is changed now. When first introduced 
just after the war ‘“‘ hand-to-mouth ”’ buying was looked 
upon as a mere makeshift, a concession to the after-war 
upset, believed to be only of passing effect. But the 
system has come to stay. By it stocks are kept as low 
as possible. The manufacturer now takes a quicker if 
smaller profit, and promptly puts it back into his 


|’ any analysis of, and inquiry into banking statistics 
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business. Hence he needs less than formerly the seasonal 
forms of loan from his banker. 

This change has been important for banks. It has 
meant that they, too, have altered the distribution of 
their available funds, and they have had to turn more 
and more to general securities. The president of the 
Canadian Bankers’ Association not long ago pointed out 
that since 1910 the proportion of general securities held 
by Canadian banks has increased from $95,000,000 to 
$486,000,000 in 1928. Last year, out of total deposits 
in all chartered banks of $2,510,000,000, current loans 
totalled $1,430,000,000; and of this $486,000,000 were 
in Government, municipal, and railway and other 
securities. In other words, while in September 1910 
securities were about 10 per cent. of total deposits, in 
September 1928 they were almost 20 per cent. of deposits. 

Naturally, this change has radically affected banking 
methods. While no reliable expenses figures are available 
for individual banks, a statement of the dividends earned 
for the last three years is helpful in estimating results. 
The dividends in percentages have been as follows :— 

1923 1924 1925 1926 1927 1928 
Bank of Montreal... 14 
Canadian Bank of Commerce 13 
Bank of Toronto ¥ ka 
Bank of Nova Scotia . 16 
Banque Provinciale du Canada 9 
Royal Bank .. ya ox 
Dominion Bank ar 13 
Banque Canadienne Nationale — 


Imperial Bank. ~~ 
Weyburn Security Bank .. 6 


Chartered banks in Canada obtain the major part 
of their profits from loan accounts. The predominance 
of the domestic share of their business makes this natural, 
for in Canadian banking there is not the scope that 
export trade and foreign exchange offer to the great 
English concerns. Industry and agriculture in Canada 
have been very active for the last few years, and the 
quickening of trade has been reflected in bank loans. 
The increase of domestic loans has been a gratifying 
feature because it has been attained without inflation. 
Yet Canadian bankers depend largely on the United 
States to absorb surplus funds. Proximity alone would 
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be a simple and adequate reason for this, even though 
there were none of the others so familiar now to financial 
readers. Thus the order of importance in the disposition 
of Canadian bankers’ loans for the last two years has 
been: (1) current loans in Canada; (2) current loans 
abroad, i.e. mainly in the U.S.A.; (3) call loans in 
Canada; (4) call loans abroad. 

Throughout 1928 the monthly current loans outside 
the Dominion fluctuated between $249,000,000 and 
$289,000,000._ The domestic current loans’ varied 
between $1,000,000,000 and $1,200,000,000 monthly. 
Call loans in Canada, however, although fluctuating 
less, were consistently below the monthly total for 
loans outside. Thus they varied between $237,000,000 
and $269,000,000; while those outside varied between 
$225,000,000 and $315,000,000. 

In the last annual report of a leading banking insti- 
tution there occurs the following explanatory note on 
the effect of call loans beyond the confines of Canada :— 

The call loan market in Canada is constantly developing and 
becoming more important as time goes on, but, if the banks call large 
amounts in Canada, the effect is to somewhat seriously disturb the 
general money situation. For this reason, a certain percentage of 
the Bank’s funds is carried on call in outside markets, where it is 
known that, if money is needed in Canada, the loans can be called 
on a moment’s notice and the cash made immediately available for 
transfer. The world’s two great money markets are New York and 
London. To these points money flows from the world over, being 
attracted to the place where the rates are higher. In either of these 
markets loans may be called with the certainty of an immediate 
response as a matter of course. Were it not for these important call 
loan markets the banks in Canada would need to carry much larger 
cash reserves, which, as they would earn no interest whatever, would 
of necessity be reflected in either lower interest rates on deposits or 
higher interest rates on loans. In reality these outside cal! loan 


markets are of the greatest value to the financial and economic interests 
of the Dominion. 


Seasonal influences are, of course, very strong in a 
country like Canada. Not merely do they affect the 
grain shipments from the great western prairies, meat 
packing, and fruit and vegetable canning, but also 
lumbering, mining and fisheries. The limitations of a 
severe winter are far more widespread and effective in 
the Dominion than would be thought possible by English 
business men, 
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During 1928 the remarkable activity of the stock 
exchanges in the United States and Canada was an 
influence of great moment in the increase of call loans. 
During the late summer the Canadian Bankers’ Associa- 
tion had to recommend stringent measures for curbing the 
excessive speculation that prevailed. Bankers took steps 
rather to decline new loans than to call in those already 
issued. These steps were taken from fear that credit 
facilities would be so impaired that it might be difficult 
to meet the needs of the unprecedented bountiful wheat 
and grain crop of 1928. 

The general manager of one of the Canadian chartered 
banks has recently pointed to the increase in total deposits 
in the last four years. It has amounted to $500,000,000, 
a sum equal to about $50 per head of the whole 
population. In the same period the increase in current 
loans was $332,000,000, and in call loans $136,000,000. 


He added :— 


Yet the increase in the credit requirements of the country has not 
weakened the position of the banks—there has been no decline in the 
liquidity of assets. It is a remarkable commentary on the balanced 
character of the expansion which has taken place that there has been 
no important increase or decrease in the proportion which any single 
item among the assets or liabilities bears to the total assets or liabilities 
during the period. While the total amount of money on call at the 
beginning of the period represented 9°6 per cent. of total.assets in 
1924, and the total on call at the end of the period represented 
15°8 per cent. of the total assets in 1928, this change has been offset 
by a decrease in the proportion of security holdings from 19°*9 per 
cent. to 14°4 per cent. of total assets. . . . There are no other 
items where the proportionate change in relation to totals amounts 
to as much as 3 per cent. 


These vast changes have added to the difficulty of 
securing comparable figures as to the cost of doing 
business in Canadian banking. Indeed, they also supply 
a reason for that lack. A statistical analysis made from 
published data has, however, been made annually for 
some years past for the Toronto “ Financial Post” by 
Mr. C. W. Scott, a chartered accountant. Many of the 
following statements are based on his calculations. 

The rate of profit on the capital of nine of the largest 
banks has varied from 13°3 per cent. for the lowest to 
25°3 per cent. for the highest. The rate of profit for 
capital, reserve and profit and loss (that is, by the 
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inclusion of all items of shareholders’ interest in the 
banks), runs from 7°g per cent. to 10 per cent. This is, 
of course, the ratio method that has in the last few 
years been extensively used in the United States since 
Mr. J. H. Bliss popularized it as a “ yardstick” by his 
lectures at Northwestern University, Chicago, and in his 
publications. Even so, its value for determining the 
relative earning power of banks has been seriously 
questioned. This is not unnatural, for the author of a 
recent book on bank audits says that while bankers 
have applied the ‘‘ method of balance-sheet ratio analysis 
to their customers’ accounts, they have invariably failed 
to apply a similar analysis and ratio study to their own 
statements.” If one may class all Canadian bank 
returns as a collective, single whole for statistical com- 
parisons, this author’s criticism seems to apply. Mr. 
Scott, apparently to meet the objection, has further 
calculated the ratio of outside capital (taken from 
published reports and other sources), used for every dollar 
of shareholders’ investment in the form of capital, 
reserve, and profit and loss. His interesting table gives 
the following comparison :— 


Amount in dollars 
and cents of outside 
liabilities employed 
for every dollar of 
capital, reserve and 
profit and loss. 
$ 
Bank of Montreal .. a o és 12.96 
Royal Bank cs or - rr 12.90 
Banque Nationale Canadienne .. “% 12.04 
Banque Provinciale du Canada oe 11.62 
Canadian Bank of Commerce as ‘i I1.42 
Bank of Toronto .. én <n ws 9.45 
Dominion Bank .. ‘ ‘es es 9.42 
Imperial Bank ica = ‘ia oe 7.90 
Bank of Nova Scotia “ os os 7-75 


He concludes that the earnings per dollar of money 
lent and invested by the different banks varies from 
‘68 per cent. in the lowest to 1°29 per cent. in the 
highest. And while, as indicated above, this result is 
subject to some measure of criticism, together with the 
others it must be accepted as providing the best possible 
a of the present-day profits and costs of 
Canadian banking. 
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Australian and New Zealand 
Banking 
By Our Australian Correspondent 


HE previous article referred briefly to the establish- 

ment of the Commonwealth Bank of Australia. 

The bank commenced business on January 20, 
1913, when offices were opened in the capital cities of the 
Commonwealth and in London. It was formed by the 
Federal Labour Government then in power, in order to 
provide cheaper banking facilities. From the first, the 
intention was that it should be a national bank: the 
question of its acting as a central reserve bank was, 
apparently, not even discussed—-notwithstanding that 
very wide general powers were conferred on it which 
included authority for the establishment of a savings 
bank department. 

The original capital was fixed at £1,000,000; but, as 
with the Government’s guarantee and deposits it was 
found that capital of its own was not necessary, no issue 
was made. Progress during the first two years.was slow 
but, with the outbreak of the world war, its opportunities 
became many and varied. As banker to the Government, 
for example, it naturally took a leading part in the raising 
of Australia’s War Loans, in the financing of the Austra- 
lian Imperial Forces, and in the wheat, wool, and other 
produce pools. It acted in close consultation with, and 
as agent for the Bank of England, and thereby enabled 
growers to receive payment for sales made to the British 
Government even before the produce was_ shipped. 
Moreover, in all its war activities the bank received the 
whole-hearted support of the trading banks—actually, 
as a general rule, it acted as the intermediary in their 
negotiations with Government. When it is remembered 
that the Commonwealth Bank recruited its senior officers, 
from the governor downwards, from the commercial 
banks there is no doubt that the various activities in which 
it took a leading part would in any case have been satis- 
factorily accomplished ; but it cannot be gainsaid that the 
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existence of the Commonwealth Bank during the war 
period and since has been of very great help to the 
Government. 

Obviously the speed with which the bank developed 
during war and post-war years entailed legislative 
changes, and the first amendment to the original Act 
occurred in 1914. This, assented to on December 21, 
provided (inter alia) for the increase of the nominal capital 
to £10,000,000. This was to be raised by the issue of 
debentures and gave the bank power, subject to the 
approval of the Commonwealth Treasurer, to take over 
the business of other banking institutions. It was indeed 
rumoured at the time that the bank was actually contem- 
plating the purchase of another bank, but this did not 
eventuate and no debentures were issued. 

The next amendment was the Commonwealth Bank 
Act, 1920, which was assented to on November 30, to 
take effect from December 14, 1920. This was a most 
important Act, for it indicated that the Commonwealth 
Bank was perhaps—in due time—to become not merely 
the Government bank but a central bank in the true sense 
of the term. It provided for the establishment of a note- 
issue department of the bank and the transfer of the 
assets and liabilities of the Treasurer under the Australian 
Notes Act to that department. The department. was to 
be managed by a board of directors composed of the 
governor of the bank and three other directors, one of 
whom was to be an officer of the Commonwealth 
Treasury. The notes were still to be Government notes 
and legal tender throughout the Commonwealth except 
in respect of payments due by the Note-Issue Depart- 
ment. They were to be payable in gold coin at the head 
office of the Commonwealth Bank in Sydney. 

Following this came the Commonwealth Bank Act of 
1924. This also was of far-reaching importance since it 
represented the taking of another step towards the goal of 
central banking; and again the scope and sphere of the 
bank’s work was considerably broadened. The Act further 
authorized the appointment of a board of directors to - 
control both the general business and the Note-Issue 
Department, and this consists of the governor of the 
bank, the secretary to the Treasury, and six others. It 
also provided for a board of advice in London. The 
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nominal capital was increased to £20,000,000, of which 
£4,000,000, to be obtained by transfer from the bank 
reserve and redemption funds, was to be paid up. 
The balance of £16,000,000 was to be obtained, if required, 
as to {10,000,000 by the issue of debentures, and 
£6,000,000 to be borrowed by the Commonwealth Govern- 
ment. Up to the present time, however, the capital 
remains at £4,000,000. 

Another important provision of the Act was that 
“after a date to be fixed by proclamation the board shall 
“ fix and publish from time to time the rates at which the 
“bank will discount and re-discount bills of exchange.” 
But as yet this section of the Act has not been put into 
force. Lastly, it stipulated that the trading banks should 
settle their exchanges through the Commonwealth Bank, 
and should furnish to the Commonwealth Treasurer a 
quarterly return of their average assets and liabilities 
in accordance with a prescribed schedule. 

Before passing, it is worth noting that the 1924 Act 
contained the following clause :— 

“ The board may issue Australian notes to the bank or 
to other banks in Australia in exchange for money or 
securities lodged with the London branch of the bank.” 
This, no doubt, was inserted as a result of the exchange 
difficulties of 1922 and following years. Those readers 
having business transactions with Australia will recollect 
that Australian money was, from the latter part of 1922 
until early 1925, at a very substantial premium. At 
times, moreover, it was difficult—-notwithstanding the 
high rates quoted by the banks—to transfer funds from 
London to Australia owing to a shortage of currency in 
the latter country. Unfortunately, the clause referred to is 
not yet made compulsory, but it must not be overlooked 
that when the Act was framed England had not returned 
to the gold standard; and, in consequence, if notes were 
issued in Australia to the trading banks in exchange 
for cash in London the Commonwealth Bank had no 
means of augmenting its stock of gold to support the 
increase in the note issue. It is to be hoped that when 
the next amending Act is passed this position will be 
remedied. 

The next amendment to the constitution of the 
Commonwealth Bank was the Commonwealth Bank 
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(Rural Credits) Act which was assented to on September 
14, 1925. The title of the Act indicates its purpose. So 
far, the figures of the Rural Credits department are 
comparatively small, and without further reference 
mention may be made of the Commonwealth Bank 
(Savings Bank) Act, 1927. This piece of legislation, which 
made provision for the establishment of a _ separate 
institution to take over the savings bank business of 
the Commonwealth — is obviously yet another 
step on the road to complete and autonomous central 
banking. 

It will be observed from the foregoing narrative and 
comments that, apart from the 1927 Act, the powers of 
the Commonwealth Bank have been continually widened 
without there having been any attempt to restrict its 
activities. As is the case in some other countries it com- 
petes with the trading banks for deposits and exchange 
business. But—-although not of importance at present— 
it does not function as a re-discount bank; nor is it 
compelled to buy or sell exchange on London—which is 
important. Lastly, it is not restricted in respect of its 
investments. The fact that, in 1927, Sir Ernest Harvey 
(now deputy governor of the Bank of England) visited 
Australia expressly for the purpose of explaining central 
banking principles to the directors of the Commonwealth 
Bank, may properly be assumed to indicate that the 
idea of a central bank has not only not been lost sight 
of but that possibly even now further legislation 
designed to facilitate the next necessary steps is being 
considered. 


Yorkshire Penny Bank 


The annual report of the Yorkshire Penny Bank has 
just been issued. Deposits show an increase of £556,938 
over 1928. Of the total assets of the bank, amounting 
to £30,231,559, over £25,030,000 were invested in British 
Government securities or held in cash at the Bank of 
England and at short notice—equal to 87 per cent. of 
deposits. All the securities are valued at cr below 
market prices. 
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National Federation of Iron and Steel Manufac carers. 
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Some Lloyds Bank Interiors 
By Professor C. H. Reilly 


HE series of photographs of Lloyds branch bank 
interiors which are illustrated here show at least 
that the bank and its various architects have 

between them tried to give some kind of architectural 
composition and expression to certain of their interiors 
as well as to the exteriors. They have not just settled 
exteriors and then let the interiors look after themselves, 


BANKING HALL OF LLOYDS BANK, BRISTOL 


being content with any internal shape or any architectural 
expression as long as the counter and the clerks’ desks 
are conveniently placed. In most cases there has been a 
realization that, on entering these banks, the public may 
look about and take stock of their surroundings, or 
even if they do not they may be subconsciously impressed 
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by symmetry, dignity and appropriateness. The sad 
thing is that the most important example, the big interior 
of the bank at Bristol, where obviously the greatest efforts 
have been made, should already look so démodé. Here it 
is easy to see that the intentions of everyone concerned 
were excellent. A really big banking hall is provided, 
top-lit and with ample public space. The architectural 
scheme, too, is very definite. Having contrived a large 
rectangular apartment, the architects (Messrs. Waller and 
Son, of Gloucester) have sought to give it something of 
the character of a Roman atrium. To achieve this they 
have placed against the walls coupled Corinthian columns 
standing on pedestals (wisely of the height of the counter) 
and have given these their full entablature of architrave, 
frieze and cornice. They have then connected each pair 
of columns with an arch, making thereby a wall arcade 
such as one can imagine around a Roman forum. So 
far, the intention was excellent, though I shall have some- 
thing to say directly about the quality of the detail. The 
difficulty now is how to put a roof over all this—which is 
really an exterior treatment. In the classical prototypes 
the court would be open to the sky with perhaps a range 
of coupled statues carrying up the lines of the columns 
and standing clear against it. The solution here has been 
to bend down big ceiling beams over each group of 
columns, forming a sort of cove, and then to break 
upwards again into a great coved lantern light. From the 
mere size of the hali this cove with its beams and the 
lantern above has to be so big and powerful that it at 
once knocks all the scale out of the columns and arches 
below. To make this clear, all one has to do is to cover up 
in the illustration for a moment the ceiling and all its 
trappings, when the columns and arches look fine. Take 
the cover away and they become squat, small and 
pretentious. 

Turning now to the detail it is clear that if one uses a 
Corinthian Order at all it must be of the very best cut. 
The Corinthian Order may be said to be the court suit 
of the Orders, the Ionic and Doric in comparison being 
mere lounge suits—or even plus-fours. Now a badly-cut 
court suit with baggy breeches and ill-fitting shoulders 
to the coat would be the height of absurdity. The 
Corinthian columns here used have something of this 
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defect. They have not that long slender elegance and 
grace which is their proper characteristic, especially when 
used in pairs. The rest of the detail is the same. It is 


PE, 


i 


bd 
+ 
VIEW OF INTERIOR OF LLOYDS BANK, PUTNEY 


too plentiful and too elaborate for repose, and is not 
entirely consistent in itself. There is, for instance, a 
second great cornice hidden away among the beams of 
the cove which has Corinthian modillions four times ¢s 
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“Ship House,” 20 Buckingham Gate, London, S.W.1 
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big as the similar ones of the main cornice above the 
columns. Both cannot be right, and neither seems to me 
in character with the hard guilloche mouldings which 
enrich the faces of the curved ceiling beams. It is all this 
which gives the walls an overdressed appearance and 
makes the hall seem mid-Victorian when it is really, I 
believe, a comparatively recent structure. In these days, 
when the Greek and. Roman Orders do not come as 
naturally to us as they did to our eighteenth-century 
forbears, it is wise to use them as rarely as possible and 
especially to save their most resplendent expression—-the 
Corinthian—for the very biggest occasions. To use 
them as mere wall decoration on an interior is to court 
the adjective pretentious. 

As a contrast to this, and showing a modern clean- 
cut interior with the very minimum of ornament to give 
expression, that of the Putney branch, designed by 
Mr. Maufe, is excellent. Here, the architect has been 
very cramped for floor space and has apparently had to 
put some of his clerks upstairs into a gallery. He has, 
therefore, very wisely emphasized this gallery, making it 
a strong feature in his interior. To do this without 
worrying the small space at his disposal he has left its 
front solid without a balustrade but has emphasized it 
with a few sharply drawn lines which echo well the cornice 
lines and other sharp drawing of his interior. It will be 
seen that to give a formal effect to the end of the hall, 
where presumably the manager’s room is, he has, as it 
were, adumbrated an Order, and a Corinthian one at 
that, but compared with the rich Order in the Bristol bank 
it is the merest possible suggestion with the fewest possible 
lines. That seems to me a far more imaginative treat- 
ment than the buxom fullness of the other, and eminently 
right here in so small a space. Another point in this 
interior, showing Mr. Maufe’s excellent taste, is the plain 
floor outlined only in some dark material. Suppose 
ghis floor had been covered with the usual black-and- 
white squares, which are beginning to be as common in 
banks as in bathrooms, this little interior with its grace 
and daintiness, as well as its simplicity and strength, 
would have been ruined. Altogether, under the extra- 
ordinarily difficult circumstances of the extremely narrow 
site, this interior must be considered a real success. It 
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Description of Electric Lifts by Rawlinsons Ltd., Leeds. 
Installed at Messrs. Lloyds Bank, Corn Street, Bristol. 


The 3 Rawlinsons Lifts installed comprise :— 


A Passenger Lift Automatically Controlled by 
Push Buttons (no attendant required) the 
speed of travel is 125 ft., and there are 
5 landings served, the entrances being 
protected by Collapsing Gates, Electrically 
and Mechanically locked. 


Car is of Mahogany and guided by bronze 
slippers on round steel bars. 


. 2. Lift is also for passengers, Push 
Button Automatic Control, but for 2 
landings only. 

. 3. Bullion and Book Lift has an Oak 
Car 4’ 8” by 4’ 6” traversing 10’ 9” from 
ground level to Basement, controlled by 


another system of Push Buttons. Up, 
Down and Stop (System A). 


S rrs RAWLINSONS 
By LEEDS (t-™. 





USE BRITISH SAFES 








PATENT 
No, 295872 


A new beautifully bound Book Safe 
for Banks and Thrift Institutions. 


It is perfectly made and besides 
being attractive to the potential 
user it is most easily carried. 


We have supplied a large number 
of Home Safes throughout Great 
Britain during the six years we 
have manufactured them. 


q@ May we submit specimens in 
different colours? 


TAYLOR LAW 
& Co. Ltd. 


ANCHOR WORKS, BIRMINGHAM 
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shows how a good architect can rise superior to difficulties, 
and very often, as in the gallery front here, turn them to 
account. 

The third example is another small bank interior, this 
time the new branch under one of the great blocks of 
the new Grosvenor House. It is interesting at once to 
contrast this interior with the similarly shaped and 
placed Barclays interior under another tall structure— 
the Chemical Industries Building—which was illustrated 


<a 


VIEW OF INTERIOR OF LLOYDS BANK, GROSVENOR HOUSE, PARK LANE 


here last month. There the whole interior was depressed 
and saddened by the great depth and irregularity of the 
ceiling beams. Here the actual ceiling beams must be just 
as deep; for the building above is, if anything, higher and 
heavier. Nevertheless, they have all wisely been reduced 
by a false ceiling or otherwise to one level and one depth. 
—and that a pretty shallow one. __ Instead, therefore, of 
depressing one with the weight over one’s head, and 
suggesting that one is either in an underground railway 
station or a prison, they make instead a pleasant ceiling 
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Architects : Messrs. Lander, Bedells and Crompton, FF.R.I.B.A. 
THE INTERIOR OF BARCLAYS BANK, 366 STRAND, W.C.2. 


All the interior woodwork, panelling, counters, etc., and the entire furnishing of 
this Bank were carried out by HAMPTONS to the designs and instructions of 
Architects. 


HAMPTONS’ CONTRACT DEPT. 


are constantly carrying out the 
PANELLING, interior WOODWORK, DECORATION, 
and COMPLETE FURNISHING OF 


BANKS, BOARDROOMS 


and Offices of every description 
ESTIMATES FREE 


AMPTONS 


PALL MALL EAST, TRAFALGAR SQUARE, S.W.1. Tel. Gerrard 0030 
Works and all Factories: QUEEN’S ROAD, BATTERSEA, S.W.8 
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pattern. Their harshness, too, is softened by the con- 
tinuous slight enrichment which has been given to them. 
There are many other marks of taste in this small interior, 
such as the broad panelling of the walls, the plain and 
consistent treatment of the piers, and the plain unpanelled, 
but beautifully banded, bank counter front. The bronze 
grills, too,in the counter are simple and effective. One 
feels, even from a photograph, that this interior has a 
pleasantly furnished and finished look suitable to its 
small size, save the black-and-white chequer floor which 


VIEW OF INTERIOR OF LLOYDS BANK, SOUTHAMPTON ROW 


in the photograph, at any rate, is far too striking for the 
size and height of the room. The architects, Messrs. 
Wimperis, Simpson and Guthrie, are to be heartily 
congratulated. 

The last example is the interior of the Southampton 
Row branch in the great new classical building recently . 
erected there from the designs of Mr. C. W. Long. Of 
this one can only say that while the ceiling and walls are 
all treated in a restrained way in consonance with modern 
taste, the bank counter, which is always bound to be one 
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of the most prominent objects in a bank interior, seems, 
in the photograph, to have no relation to either of them. 
It looks as if the architect had designed a good apartment 
and the bank had then walked in with its furniture and 
placed it temporarily anywhere. Next week it might 
all be pushed about and the room furnished differently. 
Such apparently casual arrangements, which we have been 
long accustomed to in English bank interiors, do not, 
however, seem consonant with the layman’s idea of the 
clignity proper to a bank. 


Branches Opened and Closed 


Home 


The Westminster Bank Limited announce the opening of new 
branches at 104 Hamilton Road, Felixstowe; 6 Park Parade, Locks- 
bottom, Farnborough; 293 Whitegate Drive, Morton, Blackpool; 
1 Church Road, Lower Babington, Cheshire; 7 Highfields Parade, 
Banstead Road, Carshalton, Surrey; and in Park Lane, London. The 
last-named branch is situated in the new Grosvenor House overlooking 
Hyde Park. 

The Midland Bank Limited announce the opening of new branches 
at Sea Road, Hogsthorpe, near Alford, Lincolnshire; Mostyn, Flint- 
shire; Llanbedrog, Carnarvonshire; Preston Candover, Hampshire ; 
Wholesale Meat Market, Sheffield; 198 Banbury Road, Summertown, 
near Oxford. A special branch was opened at 21 The Market, Arrowe 
Park, near Birkenhead, in connection with the Boy Scouts’ World 
Jamboree. 

Barclays Bank Limited announce the opening of a new branch at 
Windsor Road, Saltburn-by-the-Sea. 

Lloyds Bank Limited announce the opening of new sub-branches 
at Sidley (sub to Bexhill-on-Sea) ; Kinkerswell (sub to Newton Abbot) ; 
Mason’s Hill, Bromley (sub to Bromley) ; Northam (sub to Bideford) ; 
and Northfields (sub to Ealing). 

It is interesting to note that Lloyds Bank Limited recently opened 
their one-hundredth new branch since the end of the war in the 
London Postal District, of which sixty-six have been established 
since the beginning of 1926. 

Foreign 

Barclays Bank (Dominion, Colonial and Overseas) have opened 
new branches at Takoradi, Africa; and Nablus, Palestine. 

It is expected that Barclays Bank (Canada) will open an office in 
St. James Street, Montreal, on September 3 next. 

cc2 
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LAND IMPROVEMENTS in POLAND 


OLAND being an essentially agricultural country, 66 per cent. of 
its population is devoted to agriculture, whereas in Great Britain 
this percentage is only 8 per cent. The problem of the intensifica- 

tion of farming in Poland and the increase of the rural production which 
it entails are, therefore, the Government’s chief anxiety and a first-rate 
economic problem for the country. 


In view of the lack of improvements, the complete exploitation of 
the riches of the soil is impossible, as also is a purposeful and wide use 
of fertilizers and selected seeds. In spite of this, however, agriculture 
is steadily developing. 

In order to realize fully the importance of improvements in Poland 
for the prosperity of this country, as well as to understand how much 
Poland can assist in the expansion of agricultural production, it is 
necessary to quote figures to show present results and the possible scope 
of Polish agriculture. 


Poland has about 18,000,000 hectares of land still unimproved. Out 
of this total, 16,000,000 hectares are cultivated and 2,000,000 hectares 
are waste land. The arable land, owing to irregular and badly distributed 
irrigation, yields on the average 13 quarters of corn per hectare—i.e. 
61 per cent. of the yield of arable lands in Great Britain. The increase 
in the yield of crops arrived at by the drainage of arable land and the 
improvement of meadows and pastures, amounts approximately to about 
40 per cent. for corn, 80 per cent. for roots, and over 120 per cent. for 
grain; while for meadows it is about 200 per cent. 


Under such circumstances, the increase of crops which would result 
from the improvement of 18,000,000 hectares may be illustrated by the 
following figures: from 129,100,000 quarters to 180,000,000 quarters 
for corn; from 225,000,000 quarters to 405,000,000 quarters for roots, 
besides a gain of 8,000,000 quarters for other agricultural products, 
and 290,000,000 quarters for hay. 


The annual value of this increase, calculated according to last year’s 
average figures, would exceed {£110,000,000; and the increased export 
of corn only would account for an increased value of £35,000,000 per 
annum. 


The annual value of this increase exceeds the whole indebtedness of 
Poland, as this amounted to £98,000,000 at the end of 1927. 


On the other side, it must be stated that the full cost of improving 
18,000,000 hectares, spread over 25 years, would amount to {250,000,000 
—i.e. that the annual increase of yield due to improvements would 
cover half of the total outlay. 


As may be seen from the above, this question is the most vital 
problem of Polish economic life and an object of great interest to English 
financial circles, in view of the fact that the advantage the improvements 
are giving encourages the investment of funds in Polish mortgage credit 


(continued 





LAND IMPROVEMENTS IN POLAND—continued. 


institutions, and that the value of imports of English goods depends 
on the condition of this country. 

The improvements in Poland are the outcome, almost exclusively, 
of the assistance of the chief institution of mortgage land credit in 
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A VIEW OF THE STATE LAND BANK IN WARSAW 


Poland—the State Land Bank (Panstwowy Bank Rolny) of Warsaw. 
The funds of this institution, which enjoys great confidence abroad, 
amount to about £4,000,000, and the constantly increasing total resources 
were on July 1929 about £20,000,000. 
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The Banker’s Bookshelf 


In this column the Editor of THE BANKER will call attention to books 
which have a special interest for bankers. 


INDIGENOUS BANKING IN INDIA. By L. C. Jatin. Pp. xvii + 274. (Macmillan 
& Co. 158.) 


In an introduction to this book, written by Dr. Gilbert Murray, 
the reader is told that the author belongs to a religious community 
which, in consequence of historic causes, has become largely specialized 
in banking. Mainly for this reason, perhaps, the work acquires a 
distinct value, for the conditions of peculiar secrecy in which Indian 
native banking is enshrouded are such as not only to preclude, but to 
defy investigation by anyone not of the fraternity, with the result 
that hitherto reliable knowledge of Indian domestic banking has not 
been available. 

Even Mr. Jain, although he has made a creditable attempt, has 
not succeeded in achieving his aim of discovering to us all that should 
be known; he himself is careful to refer to this in his preface. But he 
has added materially to the information previously available, and in 
particular he has added a good deal of ancillary detail which is so 
essential if foreign readers are to be able properly to appreciate Indian 
conditions. The last three chapters, dealing respectively with the 
Indigenous Bankers and the Joint-Stock Banks, Defects of Indigenous 
Banking, and The Future of Indigenous Banking, are particularly 
useful, so far as they go, and deserve attention by all who are directly 
concerned in, or intrigued by, the present-day Indian banking regime. 


MExiIco’s CAPACITY TO Pay. By G. B. SHERWELL. Pp. viii +119. 


IN an introduction to this volume the author states that his object 
in making the study has been to “prepare, in a detached and scientific 
spirit, the ground for a better understanding of the reasons accounting 
for the inability of successive Mexican Governments to fulfil their 
contractual foreign financial obligations and of the probabilities of 
that country’s being able to pay in the future.” 

As it is expected that shortly the International Committee of 
Bankers will seek to draw up a third agreement with Mexico the study 
has interest ‘or those concerned in Mexican finance. The work of 
preparation has been rendered difficult by the absence of sufficient 
and exact statistics. Some of these the author has very successfully 
attempted to supply himself; and generally his work is made worth 
while by reason of the thoroughness and care with which it has been 
done. 
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The Monetary Situation in Brazil 
By Dr. H. C. Leao Teixeira 


(President of the Bank of Brazil) 


HE monetary situation of Brazil up to the end of 
June 1926 was characterized by the instability of 
the exchange. On that date Law No. 5108 of 

December 18 altered the monetary system and esta- 
blished measures aiming at the primary stabilization of the 
currency. It was then decided to adopt as the future 
monetary standard gold goo-1,oooths fine. At the time 
of the carrying out of reform, the circulating medium 
amounted to the sum of 2,560,304 ;350$500, the conver- 
sion of which had to be made into gold on the new basis. 

Among the provisions of the law which instituted the 
new Brazilian money standard, special mention may be 
made of the authority granted to the executive power for 
the purchase and sale of bills of exchange, and the pro- 
visions concerning the additions to the power of the Bank 
of Brazil in order to adapt it as a bank of issue and 
rediscount, and to the financial policy adopted in 1926. 

Subsequently, by Decree No. 17617 of January 1927, 
the bank was granted the privilege of buying and selling 
bills of exchange for account of the National Treasury 
in order to keep up the rate of exchange adopted, thus 
ensuring the stabilization of the exchange. 

The reform aimed at safeguarding Brazilian agricul- 
ture and industry as well as the cattle-breeding trade, and 
at conserv ing all the resources of the country on which 
the country’s productive power depends. Stabilization 
was effected under the administration of the Stabilization 
Board, which was authorized to receive gold, giving out 
in exchange notes of legal currency representing the 
equivalent in reis in accordance with the rate adopted. 
This gold was immediately restored as soon as the notes 
issued in exchange for it were presented to the board. | 
Thus all the gold which enters into Brazil from abroad 
is certain of being exchanged for a fixed number of reis, 
and is returnable as soon as the notes are taken to the 
Stabilization Board. 
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This device fully ensures the fixing of the exchange 
within the inevitable gold points. No one who needs the 
country’s paper money for buying or investing in Brazil 
would ever think of exchanging the currency of his own 
country for it elsewhere than via the Stabilization Board. 
Brazil has adopted gold as its standard, weighed in 
grammes and minted into coins of various subdivisions. 
It is on this that the structure of the new monetary policy 
of Brazil is founded ; on the adoption of a fixed quantity 
of gold intended to be the equivalent of the milreis for 
the conversion of the circulating medium on the pre- 
scribed legal basis; on the working of the Stabilization 
Board for the changing of gold into notes, and vice versa ; 
on the security of the deposits received by the Stabilization 
Board; on the authority to buy and sell bills of exchange 
in order to maintain the adopted rate; on the future 
minting of money of the weight, value, kind, and standard 
of the gold currency and its subdivisions; the whole 
plan being completed by means of a credit organization 
having for its base a central issuing and rediscount 
bank. 

In all previous monetary reforms carried out in Brazil 
the principle of a fixed rate had never been established 
since the very law which altered the system contained 
the possibility of the rate being raised—a fact which 
is answerable for the failure of ail the attempts and experi- 
ments that have been carried out, because speculators 
availed themselves of a possible rise in the exchange in 
order to bring it about by artificial means and subse- 
quently to profit by the fall. Indeed, no attempt was 
ever made at stabilization, but rather at valorization. 
During the 104 years which saw the numerous attempts 
made, the policy of valorization of the currency only 
succeeded in its object for the short period of twenty-two 
years. In the remaining years Brazil was plunged into a 
state of financial anarchy and economic disorder. And 
the instability of Brazilian money is responsible for all the 
agricultural, industrial, and commercial crises which the 
country has gone through. The fall in the exchange 
ruined one section of the community, whilst its rise badly 
affected the other section. 

The success of the new monetary policy is shown by 
the fact that the rate of exchange has been maintained 





372 THE BANKER 


without any special sacrifice and without expense, either 
on the part of the Government or of the nation, or in- 
directly through the intervention of any banking esta- 
blishment. As a matter of fact, during the first financial 
year following the establishment of the new standard, 
the Government did not have to fall back on any of its 
ordinary resources, revenues, or deposits; it was not 
obliged to have recourse to any outside credit operation ; 
it did not contract any domestic loans, nor did it issue 
a single bond of public debt, the net proceeds of 
which, by Law No. 5103 of December 18, 1926, might 
have been devoted to maintaining the rate of exchange 
fixed. 

The graph of the average rates of exchange during 
the period from 1924 to 1928 shows that from 1924 to 
1926 the exchange oscillated continually between the 
extreme points of 737 and 533, the £ sterling being worth 
30$355 up to 45$850. In 1927 and 1928 the situation 
was completely normal. During these years the variation 
in the exchange was between limits of 523 and 548, or, 
say, a difference of .4,—barely 1$092 per £ sterling. In 
1923 the situation of the exchange was even better than 
this, since it showed an almost straight line with 
variations oscillating merely between 54% and 53}. 

The reaction of this state of things upon economic 
and financial conditions in Brazil was extraordinary. In 
1927 the Government collected 241,526 ;676$620 more 
than the budget revenue. In 1928 the excess of revenue 
over expenses was 127,579 ;312$023. By reducing ex- 
penses the Government was able to save 273,431 ;094 $286 
during the financial year of 1927, and 176,655 ;125 $376 
in the year 1928. If we include all the expenses provided 
for by the budget and which appear from the special 
credits, the general financial result in 1927 shows a surplus 
of 30,851 ;360$496, and in 1928 this figure amounted to 
198,354 5196 $656. 

On December 31, 1928, there was a sum of 
150,354,203,983 milligrammes of fine gold in the Stabiliza- 
tion Fund, worth £20,533,389 sterling, or 835,301 ;133 $240. 
In one year the gold lodged in the Stabilization Fund was 
nearly doubled. If we add these deposits to the 
£10,000,000 which at that time belonged to the Bank of 
Brazil, and which had been taken away from the latter 
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in virtue of Law No. 5108 of December 18, 1926, the 


gold reserves of the country, up to December 31, 1928, 
reached £30,533,389 sterling. The percentage of money 
collected as compared with the circulation was 15°833 
per cent. in 1926; it rose to 28°033 per cent. by December 
31, 1927, increased to 36°759 per cent. by December 31, 
1928, and up to April of this year had reached 37°051 
per cent. The total circulation at this latter date was 
3,394,712 ;408 $190, against £30,919,000 of gold. 

During 1927 and 1928 also foreign debts were reduced 
by £2,315,854,173, $4,089,840.20, Fes. 1,976,743.80. 

During 1928 home debts were amortized to an amount 
of 32,709 ;000$000. The Government further redeemed 
railway bonds to the value of 12,597,000 $000, and Trea- 


_ sury bonds to the total of 35,555 ;000$000. There were 


likewise redeemed bills of the former Conversion Board 
to the value of 10,131,760$800 ; 25,579,798 $264 of paper 
money was burnt; there were purchased for the sinking 
fund of the public debt 32,709 bonds of 1I:000 (1 contos 
de reis) with the interest accrued. In consequence, the 
total of home and foreign debts was reduced by 
209,919,110$422. At the end of the financial year of 
1928, the national debt was: foreign debt, 5,747.025 
contos de reis; home debt, 2,460,156 contos de reis; 
making a total of 8,207,181 contos de reis. 

Besides all these good results, there was a favourable 
trade balance of £6,757,463. The volume of imports and 
exports was larger, and vast capitals found their way into 
Brazil. 

The service of the foreign debt in 1928, including 
interest, sinking fund, and expenses, swallowed up in 
national gold currency, at the parity of 27 pence, 
103,399 ;000 $000—a sum which, if we reduce it to paper 
on the basis of 4$500 per 1,000 reis gold, is equivalent 
to 465,300 ;000$000. Previous Governments had been 
contracting loans in order to cover budgetary deficits. 
The deficit from 1910 to 1914 was 758,000 contos de reis; 
from 1914 to 1918 it was increased to 1,108,000 contos de 
reis; and from 1918 to 1922 to 1,225,000 contos de reis. 
From 1922 to 1926, however, it fell so low as 500,800 
contos de reis. And commencing from then, Brazil 
adopted the policy of budget surpluses—a policy in which 
it has since firmly continued. 








Banco do Brasil 
(A Brief History) 


O write the history of the Banco do Brasil would be to relate the economic 
T and financial history of Brazil from the beginning of the nineteenth 
century. Intimately connected with the destinies of the nation, the Bank 

has prospered with it, and also suffered with it in all the contretemps which have 
occurred. It has been the mirror in which have been reflected all the crises of a 
more or less serious nature which Brazil has gone through since the very com- 
mencement—crises which may well be expected in a new and vastly extensive 
country, where nothing had been done, where there were no economic 
or even political traditions, and where, therefore, everything that has been 
carried out has had to be done tentatively, in rough outline, and by way of 


experiment. 


The Bank was originally founded for a period of twenty years. Its creation 
was due to Dom Hoiao VI, twenty-seventh King of Portugal (the seventh of the 
Braganza dynasty), who retired to Brazil owing to the Napoleonic wars, whilst 
he was still Prince Regent. The Royal Charter which constituted the Bank is 
dated October 12, 1808 (fourteen years before the proclamation of Brazilian 
independence and eight years after the foundation of the Bank of France). 
It is signed by D. Fernando José of Portugal, President of the Royal Public 


Treasury. 


It is, therefore, the oldest banking establishment in South America. 


It was entitled to carry out the following operations: To Discount Bills of 
Exchange—drawn or accepted by merchants of good repute, either Brazilian 
or foreign; to accept deposits of silver, gold, diamonds or money; to issue 
drafts for account of third parties or for the Royal Treasury; to collect bills; 
and to issue drafts or notes payable to bearer at sight or at a fixed usance. 


It was, therefore, from its very commencement, a Bank of Issue, without 
limit and without fiscalization of any kind. 


It was established with a capital of 1,200 contos de reis, divided into shares 
of 1 conto de reis—shares which could not be pledged. Up to December 11, 
1809, however (the date on which the operations of the Bank commenced), only 
one small part had been subscribed. It is necessary to point out that Brazil, 
whose population today is 40,000,000, had at that time only about 2,000,000. 
When she proclaimed her independence on September 7, 1822, the population 
was not more than 3,000,000. 





[continued 








BANCO DO BRASIL—continued. 


Seeing that the capital of 1,200 contos de reis was not fully subscribed, the 
Government increased the privileges of the Bank so as to attract to it more 
attention on the part of the capitalists and commercial men. It should be added 
that the privileges which had been granted by the Royal Decree of October 12, 
1808, were, nevertheless, considerable. 


On August 22, 1812, there was sent to the Governor of the province of Minas 
Geraes, a Royal letter, advising him of the resolution to protect this credit 
institution. This would increase the profit of the private shareholders, who, 
undoubtedly, would increase the subscribed capital to much more than 2,000 
contos. The Governor might rest assured that the Prince Regent was disposed 
to distinguish with honours and Royal favours those who showed themselves 
worthy of his Royal attention by helping to carry out his desires—i.e. by 
subscribing new capital. 


However, the effect of this Royal letter was not very great, since only a few 
merchants of Villa Rica (called today Ouro Preto) responded. 


Thus the time passed until, in 1821, events in Portugal (Beresford, Revolu- 
tion of 1820, Gomes Freire de Andrade) called D. Joao VI back to the metro- 
polis. When he left, he took with his retinue nearly all the metallic resources 
of the Bank. Moreover, he gave orders that all the notes presented by those 
who accompanied him should be changed into hard cash, thereby creating a 
most difficult situation for this new establishment. It is easy to imagine that 
if the same thing should happen today, any issuing bank, however well equipped, 
would be exceedingly anxious if, in a few days, it were called on to change into 
hard cash the greater part of its note circulation. But the Banco do Brasil, by 
the end of the first period of its life, had a fully liquid position. It is worthy of 
note that, during the twenty years of its existence, in spite of the enormous 
difficulties with which it had to contend, it distributed among its 
shareholders dividends of 12 percent. The shares were repaid at almost their 
full value. 


The definite winding-up of the Bank was approved at the meeting of April 11, 
1835. 


The creation of a second Banco do Brasil is due to the Viscount de Maua, 
a gentleman of great energy and ability, and one of the most brilliant spirits at 
that time in Brazil. In accordance with the Statutes approved by the Decree 
No. 801 of July 2, 1851, the capital was Rs. 10,000 ; ooo0$000 divided into 20,000 
shares of Rs. 500$000 each one. Four-fifths of this capital was immediately 
subscribed, the Bank being thus enabled to commence its operations with a 
sum of Rs. 8,000 ;000$000. 











(continued 














BANCO DO BRASIL—continued. 


The scope of the first Banco do Brasil was confined to the capital of the 
country; the second endeavoured to enlarge its sphere of operations as 
much as possible. Brazil was already an independent nation, possessing a 
duly constituted Parliament, and it was commencing to understand more 
clearly that it was not possible for it to progress without making as a basis for 
its progress a solid banking organization. One of the primary cares of the 
managers of the second Bank, therefore, was to extend its ramifications 
throughout the provinces. Agencies were opened in Sao Paulo and in Rio 
Grande do Sul. 


But as it found a very strong competitor in the Commercial Bank (founded 
in 1838 with a capital of Rs. 2,000 ;o00$000) it was arranged to amalgamate 
the two. This amalgamation was designed to meet the need of creating one 
sole Banking Issue—a happy thought of the Viscount de Itaborahy. Both 
institutions enjoyed at that time the privilege of issuing “ bank-notes”’ (“ vales”’) 
which circulated as current money. 


In this manner the third Banco do Brasil originated, whose Statutes, ap- 
proved by the Decree No. 1,223 of August 31, 1853, suffered two modifications, 


confirmed by the Decree No. 1,489 of December 20, 1854. The capital was 
Rs. 30,000 ;o00g000, divided into 150,000 shares of Rs. 200$000 each one, and 
distributed in the following manner: 80,000 for the shareholders of the two 
banks which had amalgamated, 30,000 for the Government, and 40,000 to be 
subscribed for in the provinces. 


It can be seen that banking education progressed continuously. The 
plan, ostensibly, was to interest the whole of Brazil in the foundation of this 
third bank, so that it should, as a matter of fact, represent a national institution. 


Operations commenced on April 10, 1854, with a first issue of notes, of 100, 
200, and 500 milreis, backed by the “Available Funds” of the Bank. Seeing 
the necessity of a greater paper circulation, the Government authorized the 
Bank, by the Decree No. 1,581 of April 2, 1855, to increase its issue up to three 
times that of the aforesaid funds. 


The development of the Bank continued greatly to increase, always in 
proportion to the development of Brazil. In addition to the existing branch 
offices in Rio Grande do Sul and in Sao Paulo, others were being created in 
Villa Rica (now called Ouro Preto), Bahia, Recife, Sao Luizdo Maranhao, and 
Para. 

There occurred, however, at this time, the famous banking crisis in North 
America, a crisis which seriously affected Brazil. In 1866, authorized by the 
law of September 12 of that year, the Government entered into an agreement 
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BANCO DO BRASIL—continued. 


with the Bank in order that the latter should straightway cease to issue notes 
at sight and to bearer. Decree No. 3,717, of October 13, 1866, approved and 
ratified this agreement. 


The Bank then began to undertake mortgage business. By 1888 its situation 
had become really enviable. Its reputation and its position had increased. 
It had become a highly-respected institution, and had as its directors some of the 
most notable Brazilians of that time—Viscount de Tocantins, Machado Coelho, 
Cotegipe, Torres Homem were successively its presidents. 


On November 24, 1888, the Government, by Law No. 3,404, gave permission 
to issue notes of all kinds. The banks were then able to issue Treasury Bills 
convertible into current money, provided they had deposited sufficient security 
in the Amortization Fund in bonds of the Interior Public Debt, or in hard cash. 
Such notes, according to the said law, “‘ would be received and would be current 
in all public general stations, provincial and municipal, except for payment of 
import duties and of interest on Funded Internal Loans, which would be paid in 
current money... .” 


On October 9, 1889, the shareholders of the Bank met and resolved to 
increase the capital to 100,000 contos, and to ask permission to issue. On the 
Proclamation of the Republic, the provisional Government took cognizance 
of the request and acceded to it by Decree No. 23 of November 29, 1889. 


At that time the national and international banks had amalgamated under 
the name of the Banco dos Estados Unidos do Brasil. This latter, with the 
advent of the new régime, had amalgamated in its turn with the Banco do 
Republica dos Estados Unidos do Brasil. As the situation of this last-named 
establishment was not a very satisfactory one, the Government, on its side, 
amalgamated it with the Banco do Brasil, and the Bank resulting from this 
“consortium’”’ came to be called the Banco de Republica do Brasil. 


It was on this occasion that there arose a period of unrestrained speculation 
on the Stock Exchange, known in the economic history of Brazil under the name 
of ““Ensilhamento.”’ All manner of companies and undertakings were created— 
every day gigantic plans for formidable undertakings were floated, and everyone 
spoke only in millions. Everything was without any foundation, and there 
existed in reality nothing but plans. 


This period of financial disorganization coincided, more or less, with the 
primitive or political inexperience of the first years of the Republic and with 
the internal struggles which took place until the definite consolidation of the 
régime under Marshal Floriano Peixoto. 


The reverse side of the medal was alarming. The “Ensilhamento”—the 
fictitious crisis of prosperity—was followed by the real crisis of exhaustion which 
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BANCO DO BRASIL—continued. 


it had provoked. Then failures became rife; old-established firms went bank- 
rupt ; solid commercial institutions crumbled to pieces. The Banco da Republica 
do Brasil had necessarily to suffer through this, and it did suffer, as also did the 
Banco Rural e Hypothecario, the Banco Lavoura e Commercio, and the Banco 
Commercial. 


After the lapse of years, when a normal situation had been restored and the 
country had awakened from the wild and disordered dreams of its ambitions, 
which had so retarded the economic progress of the country during the first 
years of the Republic, the Bank was properly reorganized and, in accordance 
with Law No. 1,455, of December 30, 1905, it once again came to be known 
as the Banco do Brasil. 


For the fourth time in the course of nearly a century this great national 
institution was refounded. 


Its capital was fixed at Rs. 70,000 ; ooo$000, divided into 350,000 shares of 
200$000 each. These 350,000 shares were distributed in the following manner : 
112,500 for the shareholders of the old Banco da Republica do Brasil in 
exchange for their shares ; 112,500 representing an equal amount for the National 
Treasury; and 125,000 were offered for public subscription, with preference 
assured to the shareholders of the Banco da Republica do Brasil. 


During the Whitaker presidency the capital was later increased (1921 at 
the general meeting of June 18) to 100,000 contos. 


The present Banco do Brasil is, therefore, the fourth in the line of succession. 


Its presidents since 1906 have been the following : Jodo Ribeiro de Oliveria 
e Souza; Ubaldino do Amaral; Joao Alfredo C. de Oliveira; Homero Baptista; 
Milciades Mario de Sa Freire ; José Cardoso de Almeida; José Maria Whitaker ; 
Cincinato Braga; James Darcy; Antonio Mostardeiro Filho; and Henrique 
Carneiro Lefo Teixeira, who at present directs it. 

As a bank of rediscount was obviously needed, the Government created, in 
the Banco do Brasil, a rediscounting section, which was regularized by Decree 
No. 14,635, of January 21, 1921. The National Treasury would supply the 
funds for this by means of a requisition vouched for by the president of the 
Bank. 

This situation lasted until 1923. In that year the rediscounting section was 
closed down in accordance with Law No. 4,635a, of January 8, Article J, 
Condition 9, and the contract between the Bank and the Treasury entered into 
on April 24, 1923. 

This contract was published and is attached to the report presented by the 
president of the Bank to the general meeting of shareholders which took place 
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BANCO DO BRASIL—continued. 


on April 25, 1924. It is not possible to make here a clear résumé of it in a few 
words, and it would not be convenient to transcribe it now in extenso. 


When Sr. Washington Luis, the present President of the Republic, assumed 
office, he presented to the National Congress wise measures tending to solve the 
financial problem of Brazil. Amongst these measures there stand out promin- 
ently the stabilization of the exchange and the reform of the monetary standard. 
The stabilization of the exchange facilitated the entry into Brazil of foreign 
capital which had been driven away by the former violent fluctuations in the 
exchange. 


Later, on December 18, 1926, the Bank ceased to be an Issuing Bank in 
accordance with Law No. 5,108. 


The Banco do Brasil, the most powerful and the most solid establishment of 
Brazilian credit, maintains at the present moment seventy-three branch houses 
scattered throughout the whole of the country, and nearly 1,000 agents for the 
service of payments and collections. 


Its complete ramification is perfectly organized, and permits it, so to speak, 
to control all the commercial and industrial movements of Brazil. 


In addition to the capital of Rs. 100,000; 000000, according to the last 
balance-sheet drawn up on December 31, 1928, it possessed a reserve fund of 
Rs. 150,855,086$426. Many of its branch houses, as well as its Head Office, the 
value of which amounts to many tens of thousands of contos, are owned by the 
Bank. 


An inestimable ally of the Government, the Banco do Brasil carries out, in 
addition to the natural functions of a great credit establishment, the following 
services : 


(a) Receives on deposit the moneys of estates being liquidated in bank- 
ruptcy. 


(6) Undertakes the purchase and sale of Bills of Exchange for account of 
the National Treasury in order to maintain the rate as provided for by Article 2 
of Legislative Decree No. 5,108, of December 18, 1926, which regularizes the 
stabilization of the exchange. 


(c) Issues “‘gold-notes” (“vales”) for the payment of Custom House 
Duties throughout the whole of the Republic. 


In accordance with its Statutes (Art. 7, No. 7), moreover, the Bank acts as 
agent for the Federal Government for exchange operations, and for all other 
banking business. 
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Crédit Foncier du Brésil | 
et de ’PAmérique du Sud 


a 





HE Crepit FONCIER DU BRESIL ET DE L’AMERIQUE DU | ff 
Sup registered in the Commercial Register of the Seine | 
No. 148,048 (formerly known as the Crédit Foncier du |— 
Brésil) is a French Limited Liability Company (Statutes filed in | 7 
the office of the Notary Maitre Moyne of Paris). 


The Registered Office in Paris is at 39 Boulevard Hausmann. | 


Osject.—The principal object of the Company is to carry | 
out in the Republic of the United States of Brazil and in all | 
other countries, either by itself or in conjunction with, or for | 
account of third parties, all operations connected with mortgage | ff 
loans and advances on mortgage guarantees. 


Another object of the Company is to carry out in Brazil and | 
in all other countries, either by itself or in conjunction with, 
or for account of third parties, all loans to Governments, States, | f 
Provinces, Departments, Municipalities and other administrative | 
or territorial bodies; to Public Establishments, Banks and | § 
Agricultural Savings Banks and Corporations. 

Through its various offices it seeks to carry out all operations | 
concerning Bonds or Guaranteed Securities, either on Mortgages | 
or guaranteed by duties, taxes, revenues, or subventions; and | 
in general to undertake all land, industrial, commercial, banking | 
or financial operations. 

PEr1op.—-Unless dissolved previously it is authorized to | 
transact business until December 15, 1981. | 

CapITAL.—The original capital of 5,000,000 francs was | 
successively increased to 12,500,000 francs in IgI0, 50,000,000 | 
francs in Ig12, 100,000,000 francs in 1925, and 200,000,000 francs | 
in 1927. This capital is represented by 380,000 A shares of | 
500 francs nominal and 20,000 B shares of 500 francs nominal. 
At General Meetings, the latter are entitled to ten votes per | 
share. | 


FOUNDERS’ SHARES.—z20,000. shares of no nominal value | 
having the right of participation in the profits as hereinafter | 
stated. 

DEBENTURES AND Bonps.—Particulars of the Debenture | 
debt may he obtained from the Paris office. 
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CREDIT FONCIER DU BRESIL—continued 


GENERAL MEETINGS.—-The annual General Meeting takes 
place during the six months which follow the close of the 
Company’s financial year. 


The Ordinary and Extraordinary General Meetings are held 


| at the Head Office and are convened by a notice published in a 


newspaper containing legal announcements, in Paris, sixteen 
days in advance for the Ordinary Meetings, ten days for the 
Extraordinary ones, two days for the Meeting to check the 
accuracy of the list of subscriptions received and payments made. 


THE COMPANY’S YEAR.—This runs from January I to 
December 31. 


DIVISION OF NET PROFITS.— 
I. 5 per cent. to the Legal Reserves. 
2. Necessary funds for paying 6 per cent. on the shares of 
the Capital paid up and not amortized, by way of a 
First non-cumulative dividend. 


DISPOSAL OF THE SURPLUS.— 
I. 10 per cent. to the Board of Directors. 
2. 10 per cent. at the disposal of the Board of Directors. 
3. All sums decided upon at the Meeting in favour of the 
Reserve, Extraordinary and Provident Funds. 


BALANCE TO BE DIvIDED—after deducting the balance 
carried forward— 
I. 75 per cent. to Shares. 
2. 25 per cent. to Founders’ Shares. 


THE CREDIT FONCIER DU BRESIL ET DE L’AMERIQUE DU 
Sup has its chief working centres in Brazil, in the cities of Rio 
de Janeiro and Sao Paulo. In addition to its business in Mortgage 
loans in these two cities and in Nictheroy, Santos and Petropolis, 
and also its Loans on credits of the Federal Treasury or on debts 


| of the States and Municipalities, the CREDIT FONCIER DU 
BRESIL ET DE L’AMERIQUE DU SuD controls or finances several 


important Companies, the principal ones being :— 


THE COMPANHIA BRASILEIRA DE IMMOVEIS & CONSTRUCCOES 
having a capital of 6,000 contos de reis, the object of which is 
the purchase and parcelling out of lands and the construction 


_ of dwelling-houses, payable in instalments. This Company 


possesses land assets of a very great value. 


La SOCIETE DE CONSTRUCTION DU PoRT DE _ BAHIA, 
having a capital of 6,000,000 francs, which constructed 
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CREDIT FONCIER DU BRESIL—coniinued. 


the Port of Bahia and is at present entrusted with the extension 
of the quays of the Port of Rio de Janeiro and of the construction 
of the Port of Victoria in the State of Espirito Santo. 


LA COMPANHIA BRASILEIRA DE PorTos, having a capital of 
6,000 contos de reis, has the lease for the working of the Port 
of Rio de Janeiro, and has entered into a contract for the 
working of the Ports of Nictheroy and Angra dos Reis. 


LA COMPANHIA CESSIONARIA DAS DocaAs DO PORTOS DA 
BauIA, having a capital of 100,000 contos de reis, which has 
the concessions for the docks of the Port of Bahia. 


THE BANCO FEDERAL BRASILEIRO, having a capital of 7,500 
contos. 


The results shown by the CREDIT FONCIER DU BRESIL ET DE 
L’AMERIQUE DU SuD from the time of the opening of its offices 
in Brazil, are set out in the following table :— 


Dividends 
Financial Gross Nett 


Year Receipts Profits mee : 
Per Share Per Founder's 
Share 


Frs. Frs. Frs. 
IQEO .. sl 2,857,097.22 374,401 7.50 
EGE? .. ie 3,054,579.21 478,416 15.90 
O72 .. ie 4,806,407.79 1,692,166 17.50 
ROT «. aa 7,150,154.92 2,299,073 17.50 
36T4 .. ‘4 7 503,008.63 2,463,298 
I9I5 .. a 8,352,155.28 
Igt6 .. es 7,704,925.48 
ROR? .. -% 7 544,817.75 
Igt8 .. a 7,025,800.23 7 32.5 4.16 
FOIO .. .. | 10,137,835.46 896,465 50. 33.33 
1920 .. os |-34,9332,224.70 8,819,000 . 50.00 
3021 .. «+ | 12,327,635:91 6,904,254 , 16.66 
1022 .. .. | 11,740,807.82 6,321,904 16.66 
1923 .. .. | 15,076,793.60 8,753,719 5. 25.00 
1924 .. .. | 17,287,318.97 | 10,910,340 5. 25.00 
FO25 .. .. | 20,689,958.08 | 13,641,291 5 69.73 
1926 .. .. | 22,412,896.51 | 15,846,627 : 5 g1.66 
1927 .. .. | 25,885,477.68 17,302,181 ; 98.54 
1928 .. .. | 45,182,616.83 | 32,320,686 33.33 ' 





The table following is a résumé of the various items con- 
stituting the Assets and Liabilities of the CREDIT FONCIER DU 
BRESIL ET DE L’AMERIQUE DU SUD since IgI2. 
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Brazilian Foreign Indebtedness 


By Hugo Suter 


AVING been one of the persons entrusted, in 
H 1913-14, with the negotiation of part of a 

Brazilian Federal loan, I have never ceased to 
interest myself in the rather complicated question of 
Brazilian internal and external indebtedness. 

The indebtedness in foreign currency has increased 
very much since 192I—when American bankers came 
forward and granted a loan to the Federal Government. 
Actually, American bankers entered for the first time 
into the Brazilian market as lenders in 1919, when 
the Federal District (Rio de Janeiro), obtained a loan of 
$10,000,000 at 6} per cent. per annum. Bonds were 
issued at 87 per cent. and made repayable up to 1932. 
Up to that time, only English, French, and Dutch bankers 
had given financial assistance to the Republic or to the 
States and communities. Prior to 1921—from 1918 to 
1920—the money market abroad being occupied in 
meeting other demands, was practically closed to Brazil. 
The Federal indebtedness remained, therefore, unchanged 
—i.e. the obligations in the form of debts in foreign 
money were :— 





Year £ Francs Total in £’s 


1918 os ee 103,542,294 322,249,500 116,432,274 
1919 oe ee 103,392,034 322,249,500 116,282,014 
1920 ee ee 103,035,534 322,249,500 115,925,514 
Afterwards, in 1921 and 1922, there was a con- 

siderable increase in the indebtedness, on account of 

the following loans and financial transactions :— 

1921, $25,000,000.—8 per cent. per annum interest at go per cent., 
and amortization in 20 years. 

1g2I, $25,c00,000.—8 per cent. per annum interest at go per cent., 
and amortization in 20 years. 


1922, $25,000,000.—7 per cent. per annum interest at 96} per 
cent., and amortization up to June I, 1952 (so-called Central Railway 
of Brazil, Electrification loan). 
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Banco Federal Brasileiro 





ONSTITUTED in 1923 in accordance with the Law of the State of 
C Sergipe, No. 837 of March 19, with a Capital of 5,000:000$000, the 
Bank commenced to work in Aracaju’ and other markets of the above- 
mentioned State, after having signed a contract with the Government of the 
State of Sergipe and the Crédit Foncier of Brazil and of South America. 


The Bank enjoyed certain privileges provided for by the said contract, 
amongst which is a guarantee on the part of the State as to interest on its share 
capital and an undertaking to hold at its disposal a capital with participation 
of profits equal to the share capital, of which it had already received 2,000 
contos in State Bonds. 


In view of these privileges, the Bank is obliged to make mortgage and 
agricultural loans at a moderate rate of interest, the rates of which are limited 
by the contract ; and the Government of the State have the right, through the 
intervention of a Director appointed by it, to fiscalize the operations of the 
Bank. This Director has the right of voting on the Resolutions passed by the 
Board. 


The original plan was altered twice, once on April 24, 1924, and later on 
February 10, 1926. The first dealt with the manner in which the State would 
participate in the Bank’s profits, and the second reduced the said capital to 
2,500 contos de reis. 


In September 1926 the Bank opened a branch in Rio de Janeiro. 


On April 6, 1927, an agreement was made with the Government of the 
State and the State Bank of Sergipe, to rescind the original contract of 
April 23, 1923, as modified by the subsequent contracts of April 24, 1924, and 
February 10, 1926. As a result, the Bank became free, and repaid the 
Government capital loan together with accrued profits, and withdrew the 
provision relating to the guarantee of interest at 6 per cent. minimum on the 
share capital. 


Having increased its capital from 5,000 to 7,500 contos, the State Bank of 
Sergipe acquired the bonds issued by the Government of the State of Sergipe 
relating to its capital holding and returned them to the Treasury—thereby 
rendering the Bank entirely self-contained. 


With the determination of the contract, the Bank no longer needed to 
keep up a Head Office in Aracaju’. Since, moreover, its name no longer 
corresponded with its original object (which implied intimate relations with 
the Government of the State), at the General Extraordinary Meeting of 
December 20, 1927, the Shareholders resolved that the Bank should henceforth 
be styled the BANCO FEDERAL BRASILEIRO (Brazilian Federal Bank), and it 
was decided to transfer the Head Office to Rio de Janeiro. This was actually 
done on July 1, 1928. 


Now the Banco Federal Brasileiro has a capital of 7,500 contos de reis, 
of which 67 per cent. is paid up. 


The address of the Head Office in Rio de Janeiro is Rua da Alfandega 
No. 28, and there is also a branch office in Aracaju’. 
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1922, £9,000,000.—7} per cent. per annum interest at 92} per 
cent., and 33 years’ amortization. (Coffee loan). 


1922, 14,855,000 frs—In payment of part of the Victoria-Minas 
Railway. 

These loans were used for the following purposes and 
had as guarantees the assets indicated :— 

1921, $50,000,000.—To pay for public works erected in the North 
to deal with droughts, and for obligations of the National Treasury. 
The guarantees included a consumption tax (imposto do consumo) ; 
stamp tax (sello) ; and second charge on the import duties (the surplus 
left after paying the charges on account of the loans from 1898 and 
IQI4). 

1922, $25,000,000.—To pay (principally) for improvements and 
additions to the Central do Brazil Railway, and for other obligations 
of the Federal Government. The loan is guaranteed through a first 
charge on the gross receipts of the Central.do Brazil Railway. As a 
matter of fact, most of the proceeds of the loan were spent to meet 
sundry obligations. 


1922, £9,000,000.—To maintain the valorization of coffee—the 
loan being almost completely repaid in a very short time. As principal 
security 4,535,000 bags of coffee were given. Any possible outstanding 
bond of this loan is secured by English Government bonds bought 
with the proceeds of the coffee sold. 


1922, 14,855,000 frs.—This was incurred in order to take over the 
railway from Curralinho to Diamantina—part of the Victoria Minas 
Railway. 

For these reasons, then, the amount of Federal 
indebtedness in 1921 went up to £125,820,814, and in 
1922 to {139,415,182 (the French obligations being 
calculated at 25 frs. = £1). In 1923, there was a 
reduction to £132,009,919, as the 1922 coffee loan was 
practically paid off. During the years 1924 and 1925 
the amount of public indebtedness was nominally about 
the same. As, however, the French franc was con- 
tinually falling, and the question of how these obligations 
would have to be paid was not settled, it may be desirable 


to give alternative figures, viz. :— 
1924 1925 


£ £ 
Frances calculated at 25 frs.= £1 .. ee 130,093,365 129,042,386 
At 124 frs. = £1 ae éea 119,514,431 118,465,307 


During 1926 the Federal Government obtained a further 
loan, for the payment of the accumulated floating debt, 
of $60,000,000, the terms being 6} per cent. per annum 
interest, 84 per cent., and repayment within 30 years. 
The price at which this loan was offered to the public 





Banco Boavista 


HE Banco Boavista, one of the most active and go-ahead of the younger 

Brazilian banks, had its origin in the private banking firm of Boavista 
& Cia. Ltda., which was founded in 1924 with a capital of Rs. 1.000:000 $000 
(one thousand contos of réis). 

Owing to the rapid development of its business the original capital was 
increased to Ks. 4.000:000$000 (four thousand contos of réis) in 1926. 

In 1927 the firm Boavista & Cia. Ltda. was transformed into a Joint Stock 
Bank with a capital of Rs. 15.000:000 $000 (fifteen thousand contos of réis). 


The Board of Directors is composed of Dr. Carlos Guinle, Mr. Alberto 
Teixeira Boavista, Bardo de Saavedra and Dr. Cesar Rabello. 

The President of the Bank, Dr. Carlos Guinle, is a partner in the firm of 
Messrs. Guinle Irmdos, the wealthiest and most important financial and 


industrial group in Brazil, which holds controlling interests in a number of 
companies established here, among which is the Companhia Docas de Santos. 


The great majority of the shares of the Banco Boavista are held by Messrs. 
Guinle Irmaos. 

Mr. Alberto Teixeira Boavista, who is President of the Bankers’ Association 
in Rio de Janeiro, possesses a long and valuable experience in Brazilian banking, 
having been for many years on the managing staff of the Banque Francaise & 
Italienne pour l’Amérique du Sud. 

Barao de Saavedra and Dr. Cesar Rabello are on the Directorate of several 
important industrial concerns established in Brazil. 


The London Correspondents of the Banco Boavista are :— 
Midland Bank Limited. 
Messrs. Lazard Brothers & Company, Limited. 
Messrs. N. M. Rothschild & Sons. 
Banca Commerciale Italiana. 
Swiss Bank Corporation. 
The following table eloquently expresses the progress achieved by the 
Banco Boavista since its foundation :— 


BANCO BOAVISTA 
RIO DE JANEIRO. 


CAPITAL BILLS DISCOUNTED 
1.000:000 $000 1924 

* 4.000:000 $000 i 
1 5.000:000 $000 nga5 
1926 “2 en .. 12.751:000 $000 

3-914:722$470 1927 33-661:000 $000 
5-440:234 $800 1928 35-497:000 $000 
13.303:235$500 
41.094:487 $860 
49.912:204 $360 


4.21 1:000 $000 
6.697:000 $000 


DEPOSITS 


ADVANCES 


BILLS RECEIVABLE 
1 199:947 $060 
6.069:629 $600 
8.499:875 $060 
23.616:554 $600 
25.174:793 $190 


1.409:386 $630 
3-320:414 $300 
4-584:110$070 
16.382:594 $470 
22.429:888 $030 
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was $35,000,000 at go per cent., and the remainder at 
go} per cent. As guarantees were given the income and 
invoice taxes, in addition to the free surpluses of the 
consumption tax and import duties which were not 
already mortgaged for former loans of 1898, 1914, 1921, 
and 1922. The sum of the Federal obligations now went 
up to £130,056,306, taking the value of the French franc 
at 120 = £1; or £140,578,545, taking the £ at 25 frs. 
In 1927, the Federal Government obtained further loans 
amounting to {£8,750,000, and $41,500,000—equal to 
£17,277,689, at 6} per cent. per annum interest and 
amortization up to October 15, 1957, and at a price of 
about 863 per cent. The London part was offered to 
the public at g1} per cent., and the New York part at 
g23 per cent. This loan was also assigned for the purpose 
of paying off the floating debt of the Government. As 
guarantee a general bond of the Federal Government 
was given, as well as the free surplus of the income tax, 
the stamps on mercantile bills for sales effected, the 
invoice tax (contas assignadas), the consumption tax 
(imposto do consumo), and the import duties. The 
Government undertook not to take any more loans, so 
that the tax receipts serving to guarantee the loan would 
not be endangered, or to diminish the yield of present 
taxation. A good deal of the gold obtained through 
this loan was shipped to Rio de Janeiro and deposited 
in the Stabilization Institute against notes issued. The 
indebtedness in foreign money at the end of 1927 was 
£150,872,733, calculating the francs obligations at 25 frs. 
= {1; or {144,236,713, taking the franc at 124 frs. = £1. 
The 1927 obligations were divided as to {£109,284,477, 
335,533,830 frs., and $157,200,017. With the exception 
of the amortization stipulated by contract, there was no 
change in the foreign debts at the end of 1928, the 
corresponding items being £106,968,592, 335,577,086 frs., 

and $152,800,427; or calculating the francs at 124. 06 
and the dollar at 4.853 = £1, £141,138,330. 

From carefully compiled statistics I calculate the total 
indebtedness of the States and Municipalities at the end 
of 1928 at £98,045,363—taking the franc debts at 124.06, 
the dollar loans at 4.853, and the Dutch guilders at 
12.08 = {1. Adding together the Federal States and 
Municipal debts, the whole country has to pay yearly 
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BANCO PELOTENSE 


Pelotas—State of Rio Grande do Sul—Brazil 





successively raised to 5,000, 10,000, and 30,000 respectively in IgII, 
1916, and 1921. Today it is one of the greatest banking organizations 
in Brazil. 


Its banking ramifications extend through some of the most prosperous 
states of Brazil, such as Rio Grande do Sul, Parana, Minas Geraes, Espirito 
Santo. In the three first-named states there are sixty-nine branches, the 
greater number of which are installed in buildings possessed by the Bank, 
and all in a state of prosperity. In the State of Espirito Santo there is a 
working agreement with the Bank of Espirito Santo having its Head Office in 
Victoria, the capital of the state of that name, and in which there are several 
branches. 


In the other states of Brazil the Bank has correspondents in the principal 
cities, with which it maintains active connections. 


Abroad, it reckons among its correspondents the chief banks in the following 
cities: London, Paris, Berlin, Brussels, Rome, Milan, Genoa, Geneva, Madrid, 
Lisbon, Oporto, New York, Buenos Aires, Montevideo. 


The Banco Pelotense has taken an active part in nearly all the foreign 
loans contracted by the Government of the State of Rio Grande do Sul, and 
negotiated them by means of its organization. 


Its shares, numbering 150,000 with nominal value of Rs. 200$000 each, 
50 per cent. paid up, are quoted on the official Stock Exchange of Rio de 
Janeiro, and during the first half-year of 1929 reached a quotation of 
Rs. 196 $000 each—an increase of 96 per cent. of their value. At the present 
moment they are buyers around Rs. 200 $000 without any interested vendors. 


During these last years the Banco Pelotense has distributed, in addition 
to its usual dividend of 12 per cent. per annum (the maximum allowed by its 
Articles of Association), a further 4 per cent. by way of bonus—or, say, an 
annual dividend of 16 per cent. on the nominal value of its shares. 


TT Bank was founded in 1906 with a small capital of 3,000 contos, 


Its balance sheet shows the following information, which illustrates 
excellently the growth of its operations. 








1906 | 1911 | 1916 | 1921 


—_—_—_— 
1925 | 1928 





F contos | contos | contos | contos | contos | contos 
Subscribed Capital ae oe 3,000 5,000 | 10,000 | 30,000 | 30,000 | 30,000 
Capital paid up .. ee os «os | S080 3,541 | 6,000 | 15,000 | 15,000 | 15,000 
Reserve Fund 5 


oe ia ‘na os 5 | 261 | 3,312 13,786 18,323 20,500 
Deposits and Current Accounts ea 1,724 | 23,690 | 38,501 | 109,391 | 196,498 | 268,100 
Loans, Current Accourts, and Bonds.. | 1,135 | 24,704 | 39,035 115,674 | 182,400 | 227,287 





Property and Bonds belonging to the 


Bank ; ; o— 343 | 2,177 | (7,525 | 23,751 | 26,590 
as: me oe oe ar ow | 2,687 | 5,107 22,580 32,852 | 41,265 
Total Assets an a pa -- | 6,985 3,178 
| 


| 37,235 | 1132178 | 341,912 | 683,180 | 878,668 
| | 





Branch in Rio de Janeiro—35/37 RUA BUENOS AIRES 35/37 
Telegraphic Address: PELBAN. Post Office Box 290 
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interest and amortization on {£240,039,455. Former debt 
totals were :— 
End ? a End P 


Federal indebtedness ‘ 119, 51 4,431 144,236, 713 
Indebtedness of States and Municipalities and 
coffee loans “ : " 50,745,495 83,280,522 


Total .. ee oe 170,259,926 227,517,235 





From 1924 to 1927, therefore, the total debt increased 
by £57,257,309, and from 1927 to 1928 by £12,522,220— 
a total of {£69,779,529. And of this increased total 
a large part has been applied to meet floating debts. 

According to my investigations the indebtedness of 
the States, Municipalities, and on Coffee Loans was, on 
December 31, 1928, roughly as follows :— 


FEDERAL AND COFFEE LOANS 


Loan 


ALAGOAS 
5 per cent. loan of 1905 
5 per cent. loan of 1906 in dispute 15,015,000 


AMAZONAS 
5 per cent. loans from 1906 to 
1915 (outstanding at end of 
1926, plus two years’ interest 
and amortization) .. me 151,335,207 


BAHIA 
5 per cent. loans of 1888, 1904, 
1905, 1910, 1915, and 1918... 2,840,68 48,215,000 
6 per cent. loan of 1928 aa 335,711 
7 per cent. loan of 1929 294,500 
(Arrangements of overdue inter- 
est with the Ethelburga Syndi- 
cate) 


3,470,895 
CEARA 
5 per cent. loan of 1910—In 
dispute. . ace én aa 13,746,000 
8 per cent. loan of 1923 (amount 
as per arrangement of 1928) 2,202,000 


ESPIRITO SANTO 
5 per cent. loans of 1908 and 1919 Supposed to be 
repaid 
8 per cent. loan of 1926 —_ 
Italo-Belgian Bank) .. 2,000,000 


MARANHAO 
5 per cent. loan of 1910 = 16,401,000 
7 per cent. loan of 1926 ne 134,824 
7 per cent. loan of 1928 ee 1,750,000 


1,884,824 


MINAS GERAES* 
5 per cent. loan of £120,000 
(outstanding) . as 84,000 
63 per cent. loans of 1928 ae 1,750,000 8,180,000 


Short loan of 1928 nt - 500,000 
2,334,000 


1 Of the 44 per cent. franc loans of 1910 and the 5 per cent. loans of 1911 and of 1916, 
by the middle of 1928 there had been repaid 67,000,000 frs. To meet the outstanding 
balance of 58,916,750 frs. the necessary funds have been deposited in France. 
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Banco de Credito Mercantil 


HIS Bank was founded on January 31, 1914, under the style of ““Compafihia 
de Administragdéo Garantida,”’ with a subscribed and paid-up capital of 
50:000 $000. 
The principal object of the Company which was then constituted was to 
administer and manage property on the same lines as the American and 
Canadian Trust Companies. 


Its founders and first directors were : Dr. Henrique Carneiro Ledo Teixeira 
(who. subsequently became Chairman of the Banco do Brasil), and Dr. Oscar 
Guimaraes Sant’Anna (its largest shareholder), who has remained uninter- 
ruptedly on the Board and has been its Chairman since the beginning of the 
year 1923. 


In 1920, seeing that the object for which this Company was formed was not 
very profitable, the management created a new department for the purchase 
and sale of land on the instalment system. That business was so profitable for 
the Company that already on September 5, 1919, they found themselves with the 
necessary means to acquire a small building for their Head Office in the Rua de 
Quitanda No. 73, to which there were subsequently annexed the neighbouring 
buildings Nos. 75 and 71, acquired on December 31, 1921, and September 25, 
1923. These were all demolished in 1925 for the erection of a new Head Office. 
This consists of seven floors, one of which is a subterranean one, equipped with 
modern safes. The building was finished in December 1926, and it was opened 
for business on January 15, 1927. 

Already by July 21, 1924, asa result of the profits earned, the Company had 
increased its capital to 1,000:000 $000, and subsequently on July 5, 1925, carried 
out in the same manner a further increase to 5,000:000 $000, with 50 per cent. 
paid up. 

On July 1, 1925, the original style of the Company was altered to the one 
which it at present bears, namely, Banco de Credito Mercantil. 


From the date of the installing of the Bank in its own property, its rapid 
development is clearly shown by the considerable increase in deposits. 


These, which in January 1927 amounted to 3,319:731 $543, increased every 
month in the twelve following months to 3,506:333$433, 4,473:363 $029, 
6,132:810 $659, 7,658:560$559, 8,332:587$690, 8,763:586$920, 9,433:678$210, 
9,768:557$730, 10,340:317$410, 10,632:205$930, 10,794:025$030, and 
12,241:000$000. In the following year they reached nearly 16,000 contos de 
reis. 

The present Board of the Bank is composed of the following :— 

Chairman : Dr, Oscar G. Sant’Anna 
Manager : Octavio Combacau 
Fiscal Council : Conde de Affonso Celso 
Dr. José do Nascimento Brito 


Joao de Almeida Lustosa 
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FEDERAL AND COFFEE LOANS—continued. 


Loan 


PaRA* 
5 per cent. loans pees on 
June 30, 1928) | 3,579,799 


PaRANA* 
7 per cent. loans of 1928 a 1,000,000 4,860,000 


PERNAMBUCO 
5 per cent. loans from 1905 - 
1909 . ‘ 589,200 26,385,000 
7 per cent. Joan of 1927 ae 5,760,000 


Rio DE JANEIRO 


5 per cent. loan of 1912 32,600 


oe 73 
7 per cent. loan of 1927 ae 3,201,800 


3,934,400 


Rio GRANDE DO NORTE 
5 per cent. loan of 1910 oe 7,032,500 


Rrio GRANDE DO SUL 
8 per cent. loan from 1921 and 
7 per cent. loan from 1926 and 
1927 oe 20,300,000 
6 per cent. Joan from 1928 ~ 23,000,000 


#3, 300, 000 


SANTA CATHARINA 
5 per cent. loans of 1909 and _ 95,000 
8 per cent. loan of 1922 ; 5,315,000 


SAo PAULO 
5 per cent. loans of 1904, 1905, 
1907, and 8 per cent. 1921 .. py beg ees Dutch Guilder 
6 per cent. loans of 1928 sid 3,250,000 15,000,000 13,375,000 


11, 955,000 


8 percent. 1921 loan .. ee 6,932,455 
8 per cent. 1925 loan... ee 14,400,000 
7 per cent. 1926 loan .. me 7,129,500 


43,461,955 


LOANS OF THE COFFEE INSTITUTE 
74 per cent. loan of 1926 ‘ 9,7 95,000 
64 per cent. loan of 1927 ee 5,000,000 
14,795,000 

MORTGAGE BONDS OF THE BANCO 


po Estapo DE SAo PAULO 
6 per cent. loans of 1927 and 1928 3,750,000 


TorTat or StaTE Loans .. £45,711,409 $116,963,779 f. 278,129,707 
and Guilder 13,375,000 





+ These loans were contracted with the intention of repaying the old loans of 1905 and 
1913, as well as the funding loan of 1917, etc., amounting to £1,758,400 and 
6,453,539 frs. Up to December 31, 1928, funds had been assigned for the purpose of 
re epayment of loan amounting to £910, 480, and 4,527,000 frs. There was, therefore, 

till outstanding £847,920 and 2,016,539 frs. 
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Banco de Credito Real 
de Minas Geraes, Brazil 


(Bankers to the Minas Geraes Government) 


A Land Bank with a Commercial Department 
Established 5th September, 1889 


Paiw-up CapPiTaL.. Rs. 34.470:375$989 
RESERVE Funp .. Rs. 6.600:431$835 


Head Office: JUIZ DE FORA 
Central Ofice: BELLO HORIZONTE 
| Branch at Rio de Janeiro: RUA VISCONDE DE INHAUMA, 74 


Telegraphic Address: HERCULES P. B. 107 


| 25 BRANCHES IN THE STATE OF MINAS GERAES 


A GENERAL BANKING BUSINESS 

WITH MINAS GERAKES IS CONDUCTED, 

AND CORRESPONDENCE FROM THOSE 

HAVING INTERESTS IN THAT COUNTRY 
IS INVITED 


LAST DIVIDEND .. 15 PER CENT. 


_ London Correspondent : Messrs. J. HENRY SCHRODER & CO. 
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Banco Commercio e Industria de 
Minas Geraes 


HE Banco Commercio e Industria de Minas Geraes was founded 

in 1922, on the occasion of the centenary of the independence 

of the country, by a group of merchants, manufacturers, and 
capitalists of the State of Minas Geraes, having its Registered Office in 
the city of Bello Horizonte, the capital of this State. 

Its initial capital was Rs. 6,000;000f000, increased later to 
Rs. 12,000 ; o00$000, fully subscribed, of which there has already been 
paid up the sum of Rs. 9,000 ; ooo$000. 

The dividend distributed was Io per cent. in the first year of working 
(1923), 12 per cent. in 1924, since when it has kept steady at 15 per 
cent. This shows clearly and significantly the progress which this 
establishment has made. 

The shares of the Bank are officially quoted on the Stock Exchange 
of the Federal Capital, and have been dealt in on a basis of Rs. 350$000 
per share—i.e. at a minimum premium of 75 per cent. on the nominal 
value of Rs. 200$000. 

The development of the business of the Bank, not only within the 
area of the State of Minas Geraes but also in the neighbouring States, 
has grown rapidly and with marked results, so that today the Bank, 
after six years of existence, has a ramification of 23 agencies, con- 
solidated and in full working order, as well as a branch house in Rio de 
Janeiro which transacts a large amount of business. 

A study of the following table, culled from the reports and balance 
sheets issued on December 31 of each year, and showing the total of 
business done, enables one, rapidly and accurately, to gauge the uniform 
progress made by the Bank :— 

Rs. 
1923... ee os -. 46,031; 096$117 
1924 .. os «2 -- 96,421 ; 579$991 
1925... ye ‘és -. 124,363 ; 199$553 
1926—Cti.. - ‘a -+ 145,450; 005$212 


1927 oe oe oe -» 157,539; 979$100 
1928. wis ‘es .. 216,123 ; 574$%888 


The deposits — into the Bank, which at the end of the financial 
year of 1923 amounted to Rs. 16,348; 2544968, increased in 1928 to 
Rs. 78,255 ; 428$552; whilst the legal reserves of Rs. 60 ; 833478 in 1923 
incatenk to Rs. 5,000 ; oo0f000 in 1928. 

The profits made during the last year enabled the Bank (in addition 
to making important endowments) to pay a dividend of 15 per cent., 
and to put aside reserves of Rs. 1,000; 000$000. The total Reserve has 
thus been increased to Rs. 5,000 ; o00$000. 

On the following page is given the last annual balance sheet of the 
Banco Commercio e Industria de Minas Geraes for the financial year 1928, 
as well as the Profit and Loss statement. 


[continued 
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BANCO COMMERCIO E INDUSTRIA DE MINAS GERAES—continued. 


Balance Sheet as at December 31, 1928 


LIABILITIES 


CAPITAL es 
RESERVE FUND .. 
DEPOSITORS 
By Bills at a fixed period 
Accounts current 


GUARANTEES AND SECURITIES DEPOSITED (as per contra) 


BRANCH AND AGENCIES 

CORRESPONDENTS IN THE 
Balances at our disposal 

CREDITORS FOR BILLS RECEIVABLE 


INTERIOR 


CHEQUES ADMITTED AND PAy ORDERS 


SuNDRY ACCOUNTS 
DIVIDENDS 


ASSETS 


SHAREHOLDERS 
Unpaid shares .. 
BILLS 
Bills discounted 
Bills receivable 


ACCOUNTS CURRENT 
Debit Balances 


Total 


GUARANTEES AND SECURITIES ‘DE POSITED 


Mercantile guarantees by way of Securities 


against sundry advances 
Securities deposited 


Qualification of the Board of Directors 


BRANCH HOUSE AND AGENCY.. 

CORRESPONDENTS IN THE INTERIOR 
Balances at our disposal 

BonDsS ON OUR OWN ACCOUNT 

REAL EstaTE 

SUNDRY ACCOUNTS 

CasH 


In current money and in deposit in other 


Banks 





Total 


Rs. Rs. 
12,000 ; O00 $000 
5,000 ; O0O0o$000 


30,575 3 957$539 
47,079 ; 471 $013 





78,255; 428$552 
38,598 ; 810$552 


35,498 ; 558$125 


2,001 ; 078$886 
38,476 ; 6449554 
704 ; 080%630 
3,238 ; 787$589 
I 350; 186¥%000 





Rs. 216,123; 5749888 


Rs. Rs, 


3,000 ; C0O0¥000 


54,069 ; 160$808 
38,476; 644$554 





93,145 ; 805$452 
16,333 ; 646$441 
28,306 ; 662$532 


11,212; 148¥020 
80 ; ooog000 





39,598 ; 810$552 
34,328; 278$566 


1,574; 354$941 
99 ; o80¥000 


2,451 ; 520$413 
985 ; 705$230 


24,606 ; 364$203 
Rs. 216,123 ; 574$888 


EE 
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MuNICcIPAL LOANS 


Loan 


BELEM-PARA 
5 per cent. loans from 1905, 1906, 
and 1915 (plus interest since 


1925) 2,176,22 


BELLO HORIZONTE 
6 per cent. loan from 1905 


MANAOS 
5 per cent. loan from 1905 - q 000 


NICTHEROY 
7 per cent. loan from 1928 ide 000 


PELOTAS 
5 per cent. loan of 1911 a ¢ 000 


Porto ALEGRE 
5 per cent. loan from 1909 - 000 
8 per cent. loan from 1922 and 
1926 os oe ae os 
7 per cent. loan from 1928 


7, 
2, 


140,000 
250,000 
9,390,000 
RECIFE 
5 per cent. loan from 1910 os q 000 


SAo PAULO 
6 per cent. loan of 1908 aid 
6 per cent. loan of 1919 “a 6,970,000 
8 per cent. loan of 1922 on 3,172,000 
8 per cent. loan of 1927 5,700,000 
15,842,000 
SAo SALVADOR! 
5 per cent. loan from 1905 Le 21,250,000 


SANTOS 
7 per cent. loan of 1927 aa 2.185,000 


FEDERAL DistRicr—R1o DE 

JANEIRO 

t per cent. loan of 1904 ea 3,¢ »240 

5 per cent. loan of 1912 ae 932,020 

260 

8 per cent. loan of 1921 wis 8,880,000 
64 per cent. loan of 1928 aN 30,000,000 
6 per cent. loan of 1928 “se 1,770,000 


40,650,000 


Torat oF Munticrpat Loans £12,552,898 $65,882,000  f. 21,250,000 


*The question of the loans in dispute from 1913, originally for £3,084,000 nominal, 
on which neither interest nor amortization was paid, and which, therefore, amounted 
at the end of 1928 to £5,767,000 nominal (loans for light, bond and gas), has been settled 
in 1929 by a payment of £294,500 in promissory notes of the Bahia State Government 
and from the proceeds of the sale of the property—to be paid in milreis. 
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PROTECTION. 


¢. In the hazardous days of the early colonisa- 
tion of the New World, the convoys of treasure 
and merchandise needed arraed protection. 


@, To-day, the interchange of wealth is effected 
with ease and security through the channels of 
international banking. 

@ Unrivalled facilities for every description 
of modern banking business with South and 
Central America and Spain are afforded by 


THE ANGLO-SOUTH 
AMERICAN BANK LTD 


117 OLD BROAD -ST,LONDON,EC2 





Banco Hypothecario e Agricola 
do Estado de Minas Geraes 


(Brazil) 


ESTABLISHED torr 


Capital paid up - : 8.797 :697 milreis. 












- += + 4,869:923 milreis. 
Head Office: BELLO HORIZONTE 


Branches :—Rio de Janeiro; Sao Paulo; Santos; Campos; 
Victoria; and 32 others in the State of Minas Geraes. 


Foreign Correspondents : 


Lonpon: The Westminster Bank, Limited. 
New Yorxk: Irving Trust Co.; The Royal Bank of Canada. 


MM. Bauer, Marchal & Cie., Bankers; 


and in all important places abroad. 


More than 600 Correspondents in the State of Minas Geraes. 








THE BANKER 


Brazilian Commerce 
By Victorino Moreno 


(Member of the Supreme Council of Commerce and Industry) 


WELL-KNOWN traveller who has just returned 
A to his native land after having wandered over half 

the world, has declared that Brazil was still ‘‘a 
country under construction.’’ And there is no doubt that 
what has still to be done presents a formidable task—as 
anyone is able to recognize who has travelled through 
the vast interior. Even so, rapid progress has been 
made during the last twenty years, and during the 
next quarter of a century it is expected that this will 
be quicker still. 

In order to achieve the adequate exploration of the 
country’s resources, the strength of many arms and the 
assistance of great capital will be needed; and although 
there is no doubt that the Brazilian has done, and will 
continue to do, a great deal, he is certainly dependent on 
foreign assistance. This assistance he earnestly solicits 
and welcomes, for under the same sun which shone on 
the Crusaders there is plenty of room for all those who 
seek their fortune in Brazil. This means that whilst the 
work of construction is progressing it is necessary for the 
country to import from abroad all the material which it 
does not itself possess. Naturally this involves heavy 
imports. In 1913 our imports were valued at £67,166,000, 
and our exports at £65,451,000, leaving a deficit against 
Brazil of £1,715,000. During the previous five years, 
however, there was an average favourable balance of 
£15,142,000 per annum. 

Owing to the intimate connection between Brazil 
and Europe, although the world war was waged far 
away from our shores, it could not fail seriously to upset 
our economic life and our markets. This is well shown 
by the statistics for 1918. The imports declined largely 
in volume but cost considerably more, and although we 
exported on a larger scale than in I913, we received 
a smaller real price for our goods. Thus imports were 
1,738,000 metric tons, valued at £52,817,000, while exports 
were 1,772,000 metric tons, valued at £61,168,000. 

Once the war was finished, Brazilian exports and 
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sOUTH AMERICA 


BRAZIL *° URUGUAY 
AND ARGENTINA 


TOURS TO BRAZIL 
AND ARGENTINA 
AND 
ENCIRCLING 
SOUTH AMERICA 


90 YEARS’ EXPERIENCE 


THE ROYAL MAIL STEAM PACKET CO. 


AMERICA HOUSE, Cockspur St., S.W.1. ROYAL MAIL HOUSE, Leadenhall Street, E.C.3. 
SOUTHAMPTON * LIVERPOOL * MANCHESTER * BIRMINGHAM * CARDIFF * GLASGOW 
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imports further expanded, the former reaching a record 
figure in 1920, while the latter were valued at {130,085,000 
in 1919—double the figure for the previous year. The 
year 1920, however, closed with a deficit for Brazil of 
over 16 per cent.—imports being 3,276,000 metric tons, 
valued at £125,005,000, and exports 2,101,000 metric 
tons, valued at £107,521,000. Brazil became alarmed 
with this deficit in its commercial balance sheet, and 
some Senators attacked the business men’s policy. This 
was a mistake, however, since the business men only 
import goods which they are likely to be able to sell. 
Actually members of the Commercial Union of Rio de 
Janeiro protested against the attack and showed that 
the increase in imports was due to the necessity for 
rehabilitation after the war. Our flocks, for instance, had 
been greatly diminished by the exports of meat that we 
had made to the Allies. Thus last year we imported 
35,703 head of cattle, which, compared with an average 
of 3,776 head from 1915 to 1917, may appear very large, 
but which in reality was no more than sufficient in view 
of the above explanation. Again, during the war our 
industries developed considerably. New factories and the 
enlargement of the old ones have called for the importa- 
tion of many raw materials which were not forthcoming 
in war years; and actually this accounts for the 
undermentioned increases :— 


IMPORTS OF RAW MATERIALS 


| - | 
Average for five | 











Commodity | 1920 
years 1915-1919 | 
£ | £ 

Cotton se * i a 228,306 | 967,687 
Wool .. a ‘i we 354,820 | 1,233,352 
Jute .. sii si oon 760,873} | 2,108,107 
Hair and skins ‘0 ii - 127,530 | 798,994 
Lead, tin, and zinc .. ee sy 331,362 | 1,025,317 
Iron and steel ai ee os 475,284 | 2,608,247 
Locomotives .. “ ““ “s 279,058 1,730,603 
Rails, axles, wheels .. va - 166,167? 1,724,551 
Motor v ehicles i - 348,171 3,156,567 

1 For 1913 = 2 For 1918 only. 


Our railway companies, deprived of plant which had 
been worn out, had reached the end of their resources 
and were making use of old iron. It was time to acquire 
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Pereira Carneiro & Companhia 
Limitada 


(Companhia Commercio e Navegacao) 


October 4, 1904, with a capital of 5,000;000$000, the 
Company from the very outset achieved great progress. 


Its capital has been increased successively from 
5,000 ; 000 $000 to 10,000 ; 000 $000 and to 15,000; 000$000. To- 
day its assets, according to the Balance Sheet of December 31, 
1928, are represented by the enormous figure of 86,758 ; 489 $060. 


In May 1920 the Companhia Commercio e Navegacao was 
transferred into a Limited Liability Company under the manage- 
ment of Count Pereira Carneiro, a well-known Brazilian 
merchant and business man, who holds nearly all the Company’s 
capital. 

Under the management of Count Ernesto Pereira Carneiro 
the firm has acquired a wide range of assets and, at the present 
moment, possesses : 

Twenty steamers with a cargo capacity of about 45,000 
tons. 


Ih) cctoter 4, 10 in the city of Rio de Janeiro on 


Dry dock—a masterpiece of naval engineering, and believed 
to be the largest in South America. 

Large shipyards attached to the dry dock. 

Large dépots in the island of Caju. 

The Santa Cruz Mill. 

The Textile Factory in Sao Joaquim. 

The Workers’ Model Settlement of Pereira Carneiro. 

The Pereira Carneiro warehouses on the quay of Rio de 
Janeiro. 

The extensive saltworks of Rio Grande do Norte and 


Ceara, which produce nearly all the salt consumed in the 
country. 


The large salt warehouses of SAo Paulo and Rio de Janeiro. 


Works for purifying the salt from Macau in Rio Grande 
do Norte. 


The firm of PEREIRA CARNEIRO & COMPANHIA LIMITADA 
(Companhia Commercio e Navegacao) carries out the national 
coasting trade and is one of the four principal Navigation 


| Companies of Brazil. 
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new plant, and this was begun in 1920. This, of course, 
gave rise to a great increase in imports, as may be seen 
from the table. The opening up of roads for motor 
traffic throughout the country, partly owing to the 
scarcity of railway communications, has also brought 
about a great increase in the imports of all kinds of 
mechanically-propelled vehicles. Thus, as may be seen 
from the table, the imports for 1920 were £3,156,567, 
compared with a previous annual average of £348,171. 

Needless to say, increases occurred both in quantities 
and prices. Thus cement rose from £3 3s. in 1913 to 
£8 16s. 6d. in 1920 per ton, printing paper from {£16 7s. 
to £68 12s., and fuel oil from £4 8s. 6d. to £5 7s. 6d. 

If, owing to the requirements of the country, business 
people were obliged to increase their imports, it is only 
to be expected that the manufacturing and agricultural 
interests would find themselves in the same position. 
The Government itself, which owns the vast system of 
railway lines, also figured as a great importer—both in 
1920 and in 1921. Naturally many other countries have 
found themselves under the necessity of taking steps to 
restock themselves in respect of commodities of which the 
war had deprived them, and later statistics show that the 
position of Brazilian trade is becoming healthier, viz. :— 


Imports Exports 
f 
1g2I re os .. 60,468,000 58,587,000 
1922 A a .. 48,641,000 68,578,000 
1923 ai mi -»- 50,543,000 73,184,000 
1924 és ‘a .. 68,337,000 95,103,000 
1925 eos or .. 84,443,000 102,875,000 
1926 ea re .. 79,876,000 94,254,000 
1927 a a -» 79,634,000 88,689,000 
1928 ee ee .» 90,656,000 97,420,000 


It will be seen from the above figures that it was only 
in 1921 that the commercial balance was unfavourable 
to us. It is also worthy of note that Brazil has in stock 
nearly one entire crop of coffee, representing, more or 
less, 14,000,000 bags of 60 kilos each, thereby creating a 
safeguard against speculation in this product, and pre- 
venting a fall in prices such as formerly used to occur 
when its exportation was free. By regulating the export 
the country has, indeed, succeeded in obtaining a 
remunerative price for it, and this is essential if the 
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— pe De Luxe Hotels 


eg DE JANEIRO / 


\ Che Three Most Im spatus and Luxurious / 
(Tals of Rio de Janeiro under the Ys 

Administration of the Ga Hotes Palace , 

ALL MODERN COMFORT & LUXURY 


















GLORIA HOTEL 


Situated in a prominent position, 
facing the entrance to the Harbour, 
5 minutes from the heart of the 
city, 230 rooms with baths, Much 
patronized owing to its unique 
position. 
















COPACABANA PALACE * 
a7 / OTE: Facing the Atlantic, with / 


unrivalied bathing facilities, with ballroom 
and casino; the most luxurious in South 
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PALAct HOT CL 
Situated in the main thoroughfare, in the 
centre of. the city. 200 rooms with baths, 
sitting rooms, restaurant on the 7tb floor. 











4.04 


THE BANKER 


production of coffee is not to fluctuate so greatly as to 
have deleterious effects on its price. 
Among the chief products imported into Brazil the 


following may be mentioned : 


Goods. Approxi- 
£ 
1,000,000 
3,000,000 
1,000,000 
3,000,000 
1,000,000 
3,000,000 

600,000 
1,800,000 
700,000 
1,200,000 
1,000,000 
800,000 
400,000 


Barbed wire 
Motor-cars 
Dried codfish .. 
Mineral coal 
Cement 

Corn flour 

Tin sheets 
Gasolene 

Jute 

Kerosene 
Printing paper 
Skins and hides 
Caustic soda 


mate Value 


Country of Origin 


United States. Germany. 
United States of America. 
England. New York. Norway. 
England. United States. 
Germany. Belgium. England. 
Argentina. United States. 
England. Uruguay. 

United States of America. 

West Indies. 

United States. Mexico. 
Germany. Norway. 
United States. 

England. 


Finland. 


Corn in grain .. 
Table wines 
Dried meat 


6,000,000 
700,000 
200,000 


Argentina. 
Portugal. 
Uruguay. 


Italy. 


Uruguay. 


Argentina. 


Amongst the countries that supply Brazil the first 


place is occupied by 
followed closely by 
tina. 


England, 
Statistics for 1913 and 1928 give 


survey Of Brazilian imports and exports. 


Imports 


USA. . 
England 
Germany 
Argentina 
France 
Belgium 
Italy 
Portugal. . 
Uruguay 
Switzerland 
Spain 
Sweden . 
West Indies 


10,553,433 
16,436,421 
11,737,398 
4,998,706 
6,571,965 
3,431,995 
2,544,407 
2,948,059 
1,450,096 
791,019 
641,252 
294,175 
551,384 


show 


f 
24,089,750 


19,518,764 
11,304,292 
10,461,429 
5»755,754 
3)5725774 | 
3,367,066 | 
1,857,946 | 
996,290 
948,890 
871,122 
721,281 





499,573 


and 
e a Comparative 


the United States of America, 
Germany, 


Argen- 





Exports 


1913 


& 


21,103,453 


8,623,309 
9,159,313 
3,104,188 
7,992,442 
1,665,607 
836,890 
326,463 
1,512,503 
349,539 
657,287 


1928 
£ 

44,278,917 
3,354,230 
10,909,168 
5,783,030 
8,931,924 
2,671,882 
4,834,210 
431,028 
2,525,507 


i 
,278,520 


to 


that England has had 
Every day, moreover, 


These figures 


yield first place to’ America. 
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Companhia Brasileira de 
Portos 


UTHORIZED Capital, 6,000 contos. Paid-up Capital (December 31, 
A 1928), 5,831,200$. Reserve Fund (December 31, 1928), 842 contos. 
Public Securities lodged with the Federal Treasury, 2,000 contos. 

This company was established in 1923, its promoters being a group 
including the Caisse Commerciale et Industrielle de Paris and the Crédit 
Foncier du Brésil et de l’Amérique du Sud, both important banks well known 
in French and Brazilian business circles. The Companhia Brasileira de Portos 
took over the concession granted to the Compagnie Frangaise du Port de Rio 
de Janeiro, and since then has been in charge of the working of the Port of 
Rio de Janeiro, under a contract with the Brazilian Government approved 
by Federal decree. 

The contract provides that the company will have to carry out at its own 
expense a number of new constructions, meaning a considerable increase of 
the Port facilities: on December 31 last more than 7,600 contos had been 
spent for these purposes, and the works were approaching completion. 

In 1928 the Companhia Brasileira de Portos also undertook the con- 
struction and working of the ports of Nictheroy and Angra dos Reis under 
an agreement with the State of Rio de Janeiro. The future of their develop- 
ment is reported promising, as they are the natural outlets for the numerous 
commodities exported by the State of Minas Geraes. 

At Rio de Janeiro imports handled by the Company totalled 1,918,111 
metric tons in 1928, the bulk being coal and fuel oil. Exports, mainly 
consisting of minerals and coffee, numbered 850,879 metric tons, while the 
passenger traffic was no less than 199,120 persons. 4,304 vessels, representing 
12,102,301 tons register, called at the port during the year. 

Gross receipts amounted to 25,903 contos, which compares with 19,607 
contos in 1924. The company’s share for 1928, under contract with the 
| Federal Government, was 13,570 contos. 

Variations of gross receipts for the years 1924-27 are indicated in the 
graph :— 


15.000 
10.000 


5.000 





F Years 
1924 19 1926 1327 13 


BOARD OF DIRECTORS 


MARCEL BouILLoux-Laront—President. 
Dr. FRANCISCO MANOEL CHAGAS DoRIA 
Dr, SAMPAIO CORREIA, 

VictoR VEE. 
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America continues to pay more attention to Brazilian 
markets, not only by the use of ordinary methods of 
salesmanship, but by constant propaganda, and still more 
by investing capital in this country. 

One of the most outstanding examples of such penetra- 
tion is, undoubtedly, the manner in which the Americans 
have conquered the motor-car market. Up to 1914 we 
used to despise the American cars as being of an inferior 
quality. The majority of the automobiles imported came 
from France and Germany, and on a lesser scale from 
Italy and England. During the war, however, we 
became accustomed to the American cars; and now there 
are none that can take their place. It is true that the 
European cars were introduced into Brazil by the buyers 
themselves, whereas the Americar automobiles were intro- 
duced by the sellers who created a commercial organization 
such as Europe, up to now, has never offered us. 

France also has lost much ground in her exports to 
Brazil, and again it can be said that it is entirely through 
her own fault, as she has never made any notable 
effort to develop business relations with us. She has 
been unlucky in the choice of her commercial attachés, 
who, as a rule, have been so much imbued with the 
idea that ‘“‘France is France” that they have not 
discharged their duty so efficiently as they might have 
done. 

In order the better to compare the Brazilian import 
trade we give below analytical totals of imports for the 
last five years :— 


£ 
United States os aa .. 107,557,500 
England .. ~ sr .. 86,742,742 
Germany .. 7 as -+ 49,999,004 
Argentina .. + - .. 46,643,360 
France a ha ea .. 25,366,209 
Belgium... a ae .. 15,513,222 
Italy ae af ~ -» 14,557,123 
Portugal .. - - “J 7,767,318 
Uruguay .. eu on aia 4,402,431 
Spain ne ~ ia 2 4,210,886 
Switzerland wa - i 4,180,102 
West Indies - ie a 3,584,395 
Sweden a or Ka ac 3,205,551 


Notwithstanding the unmistakable trend shown by 
these figures at a moment when America is doing 
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everything to win the sympathy of the Brazilian people 
and to conquer their markets, some of the European 
countries who years ago had succeeded in invading are 
now neglecting Brazil. This observation does not apply 
to Germany who, in spite of all the difficulties with which 
she has had to contend with after the war, continues to 
make every effort to recover the position which she had 
lost through force majeure. 

Brazil always has been, and is, a friend of its friends, 
and has never sought its own interests at the cost of those 
of others. Within its frontiers it does not make any 
distinctions between foreigners and natives, and that 
explains the facility with which immigrants so quickly 
attach themselves to Brazilian life and co-operate in the 
great work of development, which within a few years 
will make this one of the first countries in the world. If 
any proof of the accuracy of this statement were needed, 
by reference to the population statistics of the last two 
or three decades; it may easily be found. 


The Brazilian Coffee Protection 


Scheme 
By Mario Rolim Telles 


(President of the Coffee Institute of the State of Sao Paulo) 


HE protection of coffee in Brazil was resorted to as 
a necessary measure in view of tHe exceptional 
importance of this product in the commercial 
balance sheet of the country. 
This can be seen from the table following :— 
BRAZILIAN EXPORTS 


(in £1,000). 

Years. Total Coffee 
noer .. “ + .» 58,587 34,694 
ao03 .. ad ee .. 68,578 44,242 
3983 «(Cte a - -- 73,184 47,078 
1924 .. a ree .» 95,103 71,833 
79025 .. as re .- 102,875 74,020 
1920... a xe -- 94,254 69,752 
1927 .. és i .. 88,689 62,649 


1928 .. $a + -» 97,426 69,701 
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The table below gives a comparative survey of the 
production of Brazil and that of the other producing 
countries since I9gI2 :— 














SACKS OF 60 KILOS | PERCENTAGES 
CROPS Yt * Other — me Other 
srazil | Countries | Brazil Countries 

1912-13 .. .. | 12,131,000 | 4,265,000 73°95 26°05 
IQI3-I4 | 14,459,000 | 5,284,000 73°23 26°77 
1914-15 | 13,458,000 5,053,000 72°90 27°30 
IgI5—16 | 14,374,000 4,584,000 75°82 24°18 
IQI6—17 | 12,741,000 | 3,951,000 76° 32 23°68 
1g17-18 | 15,836,000 3,011,000 | 84°02 15°89 
Ig18-Ig .. e | 9,712,000 | 4,500,000 | 68°3 31°66 
I9IQ-20 .. .. | 7,500,000 | 7,681,000 | 49°40 50°60 
1920-21 .. -- | 14,496,000 | 5,787;000 | 71°46 28°54 
I92I-22 .. .. | 12,862,000 | 6,296,000 | 65°00 35°00 
1922-23 .. -» | 10,194,000 | 5,705,000 60° 32 39°68 
1923-24 .. .. | 14,864,000 | 6,568,000 | 68°40 31°60 
1924-25 | 13,721,000 | 6,762,000 | 66°99 33°01 
1925-260 | 14,009,000 7,047,000 | 66°53 33°47 
1926-27 | 14,184,000 7,068,000 | 66°74 33°26 
1927-28 | 28,334,000 8,003,000 | 77°97 22°03 





The total number of coffee plants existing in the world 
in 1927 was 3,366,896,000; of these no fewer than 
2,029,516,000 belonged to Brazil. Dividing Brazil’s share 
amongst the various States, Sao Paulo has 1,180,983,000, 
Minas Geraes 588,284,500, Rio de Janeiro 146,219,000, 
Espirito Santo 129,450,000, Bahia 71,097,000, Pernam- 
buco 55,000,000, and Parana 27,500,000. 

Several transitory attempts have been made to remedy 
the troubles adversely affecting the coffee industry. As, 
however, all the remedies only brought momentary relief 
from the troubles against which the growers had to 
contend, once their effect had passed everything returned 
to its previous precarious and unwholesome condition. 

And not until 1924 was there organized in Sao Paulo 
the first institution of a permanent character for safe- 
guarding the coffee interests. 

As Sao Paulo was not the only producer of coffee in - 
Brazil—although it was and still continues to be the 
greatest—it became necessary for the other States 
producing coffee to undertake to adhere to its programme. 
The agreement for this was made in 1926. 
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Finally, on December 14, 1927, the President of the 
Republic sanctioned a resolution of the Federal Congress 
authorizing the Government of the Union to regulate the 
trading in coffee between the ports of Brazil and those 
abroad, as well as between the various home ports, 
establishing by means of measures of a permanent or 
temporary character the limits considered convenient for 
the public interests. 

Hitherto, it had not been thought necessary by 
the Federal Government to regulate the trade, since 
apparently the interested States had solved by common 
accord all the problems concerning the protection of 
coffee by means of annual Conventions. 

Now the measures taken to protect the industry can 
be grouped under three heads :— 

(1) Limitation of stocks maintained in the ports of 
exportation. 

(2) The financing of producers. 

(3) Propaganda, directed to increase consumption. 

As for the first, the limitation of stocks in the ports 
was established because of the irregular way in which 
the product flowed into the markets, thereby causing 
a disequilibrium between supply and demand. This 
irregularity was noticeable not only at one particular time 
but was a permanent phenomenon. 

Thus, during each year, immediately after the 
gathering of the crop and the preparation of the coffee, 
the planters, urged on by the necessity of ready cash, used 
to endeavour to dispatch their output to the ports as soon 
as possible. There was, therefore, at certain periods a 
great excess supply, with the result that prices were so low 
at times as to be below the cost of production. 

The successive crops, in their turn, vary in importance 
owing to the irregularity of the growth of the plants and 
are subject to contretemps of every kind—excessive rains 
and unfavourable periods, hail storms, cold winds, frost, 
and drought, etc. In this respect the following figures, 
which are quite recent, speak for themselves. In 1927-28 
the coffee production of Brazil was 28,334,000 sacks of 
60 kilos, which constituted a record. A year later, with 
the same number of coffee plants (or in all probability a 
greater number) production was under 10,000,000 sacks. 
The result of this irregularity in production was 
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that large crops, surpassing the requirements of world 
consumption, were sold at ridiculously low prices, and as 
one heavy crop is, as a rule, followed by two small ones, 
these as well had to be sold at a low price because the 
stock remaining from the heavy crop, warehoused in the 
distributing bonded warehouses in Europe and America, 
permitted importers to neglect the producing markets, and 
thus compel the fall in the prices. Thus, in the year of 
small crops, the prices obtained for the small coffee crops 
were also ridiculously low. The coffee bought at such low 
prices was transported to distributing bonded warehouses 
in Europe and North America, where it was financed by 
the banks of the respective countries. 

One of the objects of the coffee protection, therefore, 
was to normalize the flow of crops to the ports and to 
distribute this over the whole year. The plan adopted 
provided that every month there should be brought into 
the exporting ports as many sacks of coffee as had been 
shipped from the respective ports during the previous 
month. The following maximum stock figures at any 
one time were also fixed: Santos 1,200,000 sacks, Rio 
de Janeiro 360,000, Victoria (State of Espirito Santo) 
150,000, Bahia 60,000, Paranagua (State of Paranda) 
50,000, and Recife (State of Pernambuco) 50,000. 

The existence of maximum stocks in each port does 
not signify that through that port there can only be 
exported the equivalent quantity of coffee during the 
month. The exports during any fixed month depend on 
the exports of the previous month and the maximum 
stocks. The establishment of a limit for the maximum 
stocks in each port does not restrict, therefore, the 
capacity for export. 

In addition to this, every possibility is provided for 
in the Conventions of the Brazilian coffee-producing 
States to establish, monthly, a supplementary quota 
intended to complete the maximum stocks in each port. 
Thus, if the exports during any one month assumed such 
proportions as to use up the normal quota of daily entries 
fixed with regard to the exports of the previous month ° 
and also the maximum stocks existing in the port, the 
governing committee of the coffee protection could fix 
supplementary quotas to restore the maximum stocks. 
These supplementary quotas are suspended as soon as 
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the average price in New York falls two points lower than 
the week previous to the institution of the supplementary 
quotas; but are subsequently re-established as soon as 
this average resumes its previous level. 

As for the second device, in order to finance the 
coffee warehoused in the regulating warehouses scattered 
throughout suitable points in the interior of the States 
(where it has to wait its turn in order to follow on to the 
export markets), there has been organized an Agricultural 
Credit scheme. 

In Séo Paulo the funds for the protection were 
obtained from the loan realized by the Coffee Institution 
of the State of Sao Paulo, with a guarantee of a tax of 
1,000 gold reis, created by Law No. 2004 of December 19, 
1924, levied on each sack of coffee in transit through 
State territory. This same tax exists also in the States 
of Minas Geraes, Rio de Janeiro, Espirito Santo, and 
Parana. The proceeds of the loan of £10,000,000 were 
deposited in the Bank of the State of Sao Paulo, the 
principal shareholders of which are the Government of 
the State of Sao Paulo and the Coffee Institute— 
possessing respectively 172,351 and 51,412 shares. This 
bank works in perfect harmony with the Coffee Institute, 
taking control of the credit and mortgage loans to the 
planters. Its capital is 50,000 contos de reis, divided 
into 250,000 shares of 200$000 each. Then, through the 
bankers, Messrs. Lazard Brothers & Co., Ltd., of London, 
there was opened in favour of the Bank of the State 
of Sao Paulo a credit for £5,000,000. This credit was 
endorsed by the Coffee Institute, in accordance with the 
authorization given by the State Congress, in virtue of 
Law No. 2202 of October 20, 1927. 

The State Bank enjoys the privilege of issuing mort- 
gage gold notes on mortgages of rural estate in the State 
of Sao Paulo, and of real urban estate in the capital of 
the State. The issue of mortgage notes is made in series 
of 50,000 contos of reis each, and in bonds of 500$000 
each, or their equivalent in gold, at the maximum rate 
of interest of 74 per cent. per annum. Up to now there 
have already been issued three series, taken up in their 
entirety by Messrs. Lazard Brothers & Co., Ltd., who 
received them by way of guarantee. They, in their turn, 
issued debentures against them which they are placing 
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in foreign markets, and which are redeemable by means 
of the resources arising from the amortization transmitted 
by the lenders by means of the half-yearly lotteries effected 
in the city of London. 

With the vast resources derived from its own capital, 
from the deposits of the Coffee Institute, and from the 
loans raised abroad by the guarantee of the said Institute 
and the Government, the State Bank has succeeded in 
undertaking without any difficulty, without any shocks, 
and without the slightest loss, the indispensable function 
of financing the coffee crops, and in advancing to all 
planters who had recourse to it the pecuniary assistance 
which they needed, not only for growing purposes, but also 
to enable them to wait for the slow sale of their products 
which are held back in the regulating warehouses. 

As for the third method, systematic propaganda 
relating to Brazilian coffee only commenced in 1928. 
In September 1927 it was entrusted to the Coffee Institute 
of the State of Sao Paulo by the Brazilian States which 
attended the Convention of that year; and the expenses 
are met from the contributions made by the States of 
Sao Paulo, Minas Geraes, Espirito Santo, Rio de Janeiro, 
Parana, and Bahia. The State contributions are made up 
of the total derived from the tax of 200 reis (paper) per 
sack of coffee produced and exported from each State. 

The Coffee Institute has imparted to the propaganda 
an essentially practical character, and has endeavoured 
to make known, through the product itself, the excellent 
qualities of Brazilian coffee. With this object the 
propaganda is carried out by allowing the coffee to be 
tasted in open “ bars”’ in the capitals and chief cities 
of those countries where the propaganda services have 
been arranged. The contracts entered into with firms of 
recognized respectability and capacity provide for the 
opening of tasting establishments where Brazilian coffee 
of a superior quality is served. In addition to this 
tasting campaign, there is the propaganda by adver- 
tisements, which avails itself of newspapers, reviews, 
showcards, photographs, cinema films, wireless, sample: 
collections, the attendance at fairs and exhibitions, the 
free distribution of samples, of appliances specially 
designed for making coffee, of proper receptacles for the 
better preservation of the coffee, etc. Some of the 
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Paulista Railway Company 
(General Office—SAO PAULO) 


Manager: A. de Lacerda Franco. 

Directors : A. de Lacerda Franco, A. de Padua Salles (Vice-President), 
P. de Araujo Carvalho, J. de Paula Leite de Barros, L. T. Alves Pereira. 

Fiscal Council: J. C. de Macedo Soares, B. J. de Carvalho, 
C. P. de Barros. 


locomotives, 227 passenger and 5,248 freight cars. It operates 
1,461 km. of line, and is making new extensions in Sado Paulo. 
The Government reserves power to expropriate the line. 
Bonded Debt.—The report for 1928 shows that there are {2,750,000 
5 per cent. First Mortgage Bonds, of which £679,300 is outstanding, 
redeemable at par in 1933. There are also {4,000,000 Series “‘A”’ 
Bonds, of which £641,100 is outstanding, redeemable at 102 plus interest 
after 1927. In both cases sinking funds are provided. The company 
is exempt from Brazilian and U.S.A. taxation (part). 
Capital Stock.—This consists of 250,000,000 milreis, of which 4,119,300 
milreis is outstanding. Since 1912 dividends have fluctuated only 
between 9g-I2 per cent. 


f| \HIS company began operations in 1872, and now it has 216 
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contracts provide for the importation and sale of a fixed 
number of thousands of sacks of Brazilian coffee, with an 
express customs declaration as to the country of origin. 

The propaganda work already covers the following 
countries: Portugal, Spain, France, Belgium, Germany, 
Switzerland, Czecho-Slovakia, Yugo-Slavia, Austria- Hun- 
gary, Poland, Greece, Norway, United States of North 
America, Argentine, Morocco, Algeria, South Africa; 
and will shortly be commenced in Denmark, Bulgaria, 
Turkey, and Egypt. 

Such, in its general lines, is the scheme for protection 
of Brazilian coffee. Brazil has not, and has never had, 
any idea of exaggerated profits, because its object is, 
and has always been, to harmonize the interests of the 
producer with those of the consumer. It did not plan 
protection in order to raise prices arbitrarily, but rather 
to keep them in proportion to the cost of the production. 
In its endeavours to fix as exactly as possible the cost of 
production in Sao Paulo, the Coffee Institute decided to 
entrust this service to the Consul, Joaéd Carlos Muniz. 
Consul Muniz interviewed all the agricultural societies, 
travelled through the interior, visited plantations, studied 
local conditions, and finally submitted a valuable report 
showing that the cost of production in Sao Paulo is the 
following :— 

OLD ZONE (producing an average of 37 arrobas per 1,000 
coffee plants), at a total cost of 10 kilos, including 
interest ; ‘ es er .. 28$510 


INTERMEDIATE ZONE (producing an average of 55 
arrobas per 1,000 coffee plants), at a total cost of 10 kilos, 
including interest .. és - ai “s ..  23$860 


NEW ZONE (producing an average of 70 arrobas per 1,000 
coffee plants), at a total cost of 10 kilos, including interest 21$770 


The price taken as basis is that which corresponds to 
the cost of production in the OLD ZONE, because that is 
where the greatest quantity is still being produced. 
Should the selling price ever fall below this, this zone 
would at once have to disappear as a producer, as the 
planter would be disheartened, whilst the production: 
of the NEW ZONE, insufficient to meet the requirements 
of consumption, would naturally secure the higher price, 
and thus bring about a profound disturbance in the 
coffee trade throughout the world. 
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REDE DA VIACAO SUL MINEIRA 


(State of Minas Southern Railway Company) 
BRAZIL 


Actual length of line in operation . . . 1,292,551 Km. 





cas Brazilian Federal Railway line is leased to the Government of the State of 
Minas Geraes and serves three of the States of the Republic of Brazil, viz. : 


Minas Geraes .. as ox oe -. 4£,144,012 Km, 
Rio de Janeiro ne a e < 124,539 
Sado Paulo oe ws ae ae Ss 24,000 ,, 


Its economic zone is situated in the first-named State, and is a very fertile one and 
possesses an excellent climate, possessing good mineral water springs, such as Caxambu, 
Cambuquira, Aguas Virtuosas, Sdo Laurenco and Baependy, in which localities there are 
excellent hydropathic establishments very much frequented during the summer. 

The lands of this region are admirably suitable for the cultivation of coffee, cereals, 
sugar-cane and tubers; there are also vast pasture lands. 

Goods traffic is very heavy, notably so in coffee, which in the years 1927 and 1928 
amounted to 78,897,375 kilos, and in the same years 224,866 head of cattle were transported. 

Passenger traffic has also increased in a considerable manner. In 1928 there travelled by 
the above-mentioned line 1,189,740 persons, or, say, 34,332 more than in the preceding year. 

The table given below shows the increase in the revenue of the railway company in the 
ten years from 1919 to 1928 in consequence of the increase in transport. 


Year. Revenue. Revenue in fs. Surplus in fs. 
1919 ee ee ae .. 6,964; 238$284 173,440 — 
mgaOCti«s#« as —_ -- 7,404; 696$667 184,416 10,970 
1921 ae <% a sc 8,080; 565$274 201,249 16,833 
1922 ais ee aa aie 8,463; 822 $652 210,794 9,545 
1923 os os “s -- 9,168; 381 $463 228,341 17,547 
1924 ae ea ay -. 11,639; 781 $066 289,892 61,551 
1925 ne ae ee -. 14,105; 690$508 351,307 61,415 
1926 am - i -. 14,890; 151$269 370,844 19,537 
1927 a a ee -» 16,573; 135$789 412,759 41,915 
1928 “a os nr -. 17,683; 925$071 440,424 27,665 


On taking over the lease of the State of Minas Southern Railway Company the State 
of Minas Geraes drew up a vast scheme for the improvement of the line, which has already 
been partly carried out. 

For instance, up to March 1929 there has already been expended on the railway 
services the sum of 67,771; 746$081 (£1,687,877), spread out as indicated over the following 
years, commencing from 1923: 


£ 

1923 oc ai ats 5,279; 145$106 131,479 
1924 eu wid i i 5,524; I25$511 137,580 
1925 = aa a Py 6,315; 526$022 157,280 
1926 me a ia -- 14,301; 408$129 350,181 
1927 re aie a -- 16,354; 628$337 497,317 
1928 ne i be -. 18,333; 893$261 450,612 
1929 (to March) on on 1,663; 019$715 41,418 

Total .. i -- 67,771; 746$081 1,687,877 





Of the works carried out, special mention may be made of the ballasting of the track 

for a distance of 200 kilometres, for which quarries had to be purchased ; 669 kilometres 
of rails were renewed; the offices of the railway company were refitted, and have today 
the most perfect engines for various services, and the mounting and remodelling of the 
rolling stock. 
_ The total number of locomotives, which at the end of 1926 was 110, has been today 
increased to 126, and recently there have been acquired ten first-class coaches, two 
restaurant cars, and five more first-class coaches, and one restaurant car, one saloon, and 
one sleeping car are on order. 

_Finally, the permanent way and the rolling stock have been much improved, and 
this has influenced, and still continues to influence, the traffic of the State of Minas 
Southern Railway Company. 

With these works, and those which it is proposed to undertake, the railway line will 
be able to serve admirably the regions of the States through which it passes, principally 
that of Minas Geraes. 
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Financial Situation of the State of t 
Minas Geraes | 


HE financial situation of the State of Minas Geraes for the | 
twelve months ending December 31, 1928, is an invaluable 
index of its wealth and latent prosperity. The public | § 

revenue reached the figure of 180,200:447$994, equal to | § 
£4,493,215, which exceeds the budget forecast by 37,459:273$820 | § 
or £934,030, which is an improvement on that of the previous | f 
financial year of 28,605:674$950 or £713,269. The surplus of | 
revenue actually collected over and above the budget estimates 
does not, however, indicate the real financial progress of the State | 
so well as the annual swperavits which record the improvement | § 
made in each succeeding, as compared with each preceding, | § 
year. 


But it is not enough to say that the financial year 1928 showed | 
a surplus of {713,269 over the previous year, or an increase of 
practically 19 per cent. It must be demonstrated that the | | 
surplus then recorded is not a consequence of special circum- | F 
stances. Such a demonstration is afforded by the following | 
figures :— 





STATE REVENUE 
1924 “a ..  120,530:000 $000 £3,005,365 
1925 Ke -.  141,089:500 $000 £3,518,002 
1926 - -»  134,347:400 $000 £3,349,891 
1927 ‘is ..  151,594:700 $000 £3,779,950 
1928 a ..  180,200:400 $000 £4,493,215 


727,762:000 $000 £18,146,423 


These figures show a surplus between the minimum and 
maximum receipts of 59,670:247 $000, or £1,487,850—an increase 
of 49°5 per cent. 

The revenue of 1926, which shows a deficit of 4°7 per cent. as 
compared with that of the previous year, was a consequence of 
the temporary disturbance of the economic life of the State 








[continued 








the | 


ble 
slic 


) 
20 


us 


tes 
ite 


nt | 


ed 


he 


n- | & 


ng | 


nued 











7. 





FINANCIAL SITUATION OF THE STATE OF MINAS GERAES—continued. 


during a period of deep political agitation. This also affected 
the results for 1927. But in the following year, 1928, when the 
disturbances were over, the State’s income attained a sum never 
before approached and produced the notable surplus of 
£4,493,000. This is an indication that the State’s economic 
progress was never really arrested, but was constantly 
increasing. 

There is yet another point of view from which the matter 
ought to be considered—that of the permanency of the sources 
of the income—which implies a certain minimum revenue. To 
support this statement a table of exports during the five years 
referred to is given below. Even so, the export duties amount 
to an average of only 36°89 per cent. of the total income of the 
State. The remaining 61°11 per cent. is made up of other duties 
and sundry contributions, amongst which there are, for instance, 
the land tax (which produced 10,445:762$000, or £260,709), 
the duty on transmission of property inter vivos (7,971:000 $000, 
or £198,753), and many other taxes producing similar large sums. 
However, the export duties are, by their nature, the best index 
of the economic and industrial prosperity of the State, as they 
reflect all the oscillations that industry, agriculture or trade may 
undergo. The table may be left to speak for itself, as is evident 
from the figures :— 





EXPORTS 
£ 

1924 re wa 938,469:592 $000 23,400,289 
1925 ‘i .. 1,042,907:039 $600 26,004,414 
1926 - me 815,793:683 $600 20,341,445 
1927 ba x 964,173:146 $000 24,041,220 
1928 a .. 1,069,772:098 $700 26,674,001 

4,831,115:559 $900 120,248,369 


The figures also show the conformity of the recovery with the 
economic progress of the State. It is evident, therefore, that 
the prosperity of the State’s financial situation is not due to 
occasional measures or to events not bound up with the natural 
progressive development of its economy, but to the normal 
and effective production of new wealth. 





[continued 
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The Budget of Minas Geraes 
for 1929 


In view of the system introduced by Law t1o12 of September 
29, 1927, which prescribed that the financial year should end on 
December 31, three months earlier than customary, Government 
was enabled to ascertain in the first year after that Act was 
passed the actual financial condition of the State at the end of the 
civil year, and to do away with the additional accounts that the 
preparation of the new budget required under the previous 
system. 


The budgets have always been based on the levying of the 
taxes mentioned in the previous budgets, as otherwise there | 
would be no grounds on which to make the estimate; they are, 
therefore, strictly limited by the development of the public | 
wealth. It is impossible, however, to foresee with the exactitude | 
to be desired the increase that the different sources of income may | 
bring about, from one year to another, in the total of each item 
of the budget—this being the cause of the swperavits which are | 
always noticed when comparing the estimate with the actual 
income received. In the budget for 1929, prepared on the above | 
lines, the income of the State was estimated at 174,786:105 $000 
or £4,358,212, showing an increase of 22°44 per cent. on the 
income estimated for 1928, viz. 142,741:174$000, but not | 
exceeding 3 per cent. of the taxes actually levied in 1928. One | 
could not be more cautious in estimating the income of the 
State, seeing that, in the said year, the increase of the amount 
actually levied over the amount estimated was, as mentioned 
above, 22°44 per cent.; thus, there is, in the remaining Ig per 
cent., a justifiable and fair margin for an increase in the estimated 
income for 1929. There are at present solid grounds for expecting 
that the budget will greatly exceed the estimates, seeing that an 
increase is now an everyday occurrence in the financial life of 
the State—due, it must be repeated, to the great care which, 
since the beginning of the self-governing existence of Minas 
Geraes, its legislators have taken when making the yearly 
estimates. Only in the year 1926 was there a slight recession, 
when the percentage of the surplus was as low as 35°72 per cent. 
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THE BUDGET OF MINAS GERAES FOR 1929—continued. 


of the estimated amount. In the last five years, however, it has 
been in the region of 49°5 per cent., as the following table of the 
income estimated*and received will show :— 


Year. Estimated. Received. Surplus. 

1924 a ..  68,402:140 $000 120,530:235 $847 52,128:055 $849 
1925 ae ..  74,834:220 $000 141,089:540 $918 66,255:320$918 
1926 .- 98,985,500$000 —_-134,347:409 $794 35,361:909 $794 
1927 és .» 102,975:500 $000 151,594:773 $044 48,619:270 $044 
1928 a -- 142,741:174$817 180,200:447 $994 37,459:273$177 


It is, therefore, to be expected that, in the present year, the 
actual income will be at least 30 per cent. higher than the 
estimates. Yet the actual increase will probably exceed 30 per 
cent., not only because such has been the normal occurrence in 
recent years, but also because of the expansion in the economic 
life of the State. The recent constant increase in the income 
shows that only temporary conditions brought about the 1926 
decrease; so that, starting with an income in 1924 of, say, 
120,000:000 $000, or £2,992,145, it has steadily increased year 
by year until it reached, in the last financial year, the important 
amount of 180,000:000$000, or £4,488,218. It will not be 
surprising if, therefore, after all the income has been received, 
the total obtained is found to exceed £5,000,000. 





Minas Geraes and its Economic 
Organization 


The State of Minas Geraes possesses one of the richest soils 
in the world. Amongst such wealth some, such as iron and 
waterfalls, can hardly be found in such large quantities and within 
such easy reach in any other part of the world; and as yet only 
a very small area is being exploited. It also has fertile soils 
and a varied and temperate climate, and has wide areas where the 
production of all manner of fruits is possible. 


The State, having a railway system that crosses it in different 
directions of a total length of 7,000 kilometres, and which 
passes through districts of great industrial and trade activity— 
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MINAS GERAES AND ITS ECONOMIC ORGANIZATION—continued. 


these in turn being connected to each other and to the Atlantic | 
at different points on the coast—has been steadily helping the 
viacao by building new roads, the total length of which now 
exceeds 9,400 kilometres. To the railways and roads, en route 
to their destinations, go the whole of the goods sent up or down the | J 
rivers S. Francisco, Paracatu, Sapucahy and Rio Grande, which 
have a total length of 1,322 kilometres of waterway. 


With a population of 7,308,853 inhabitants, it is not 
unreasonable to consider the means of transportation afforded 
by the roads and railways mentioned above as being insufficient 
to deal with the produce from its various industries, inasmuch as 
the said produce is ever increasing. No other could be the case 
in a wealthy State, where new riches are daily being found or 
created by its hard-working population. In mineral riches it has 
large deposits of iron ore, of which those already surveyed are 
estimated to contain approximately I1,000,000,000 tons of ore, 
with the high content of 40 to 60 per cent. of metallic iron. 
It also has manganese deposits, now being exploited with 
good results; precious stones, such as diamonds, emeralds; 
and gold, silver, asbestos, baritine, and many more metals, 
the enumeration of which would require too much space. 
In the vegetable kingdom—besides the forests covering 
143,500 kilometres out of a total area of 602,239 kilometres, | 
which have a great variety of materials for industries, fruits 
that can be used as food, timber for building purposes, fibres for 
weaving and other uses, medicinal plants, plants for the extrac- | 
tion of oil or tannin, etc.—agriculture ranks first, constituting, at | 
present, the chief source of revenue to the State. The coffee | 
plantations also represent one of the principal industries, and | 
in 1927 totalled 588,284,500 coffee trees. At the present time | 
the total must be in the region of 700,000,000 trees, the cultivated | 
area covering some 783,595 hectares on the produce of which the | } 
State levied an export tax, yielding during the last five years | | 
the high sum of 170,151:500$000, or £4,242,645. There are | 
also other plantations, the produce of which, however, is not 
exported, as it is consumed in the country and does not exceed 
the quantity required for the State’s need, or is exported only | 
in case of an excess of production over consumption. These 
include sugar cane, with its yearly output of 3,000,000 tons, rice 
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| MINAS GERAES AND ITS ECONOMIC ORGANIZATION—continued. 


tic | § with 265,000 tons, and the total value of all the products 

he amounted a few years ago to the high sum of 1,237,575:000$000, | 
WB | oor £30,833,710. | 
tte | 


Next comes stock-raising. Minas Geraes has already risen 


_ to the second place amongst the stock-raising States of the 
country with a stock inferior only to that of Rio Grand do Sul. 
It possesses 8,706,120 cattle, 1,267,700 horses, 5,736,380 swine. 
ot || All these stocks in the statistics of 1926 were estimated at a total 
ed | ~~ value of 1,917,958:000$000, or £49,843,238. 
we Reference may next be made to the volume of hydro- 
ee electric power. Minas Geraes has, up to the present date, 1,267 
a waterfalls already registered with an estimated efficiency of 
an 1 5,827,625 h.p. 
re Although it-is a State chiefly of agricultural, animal and 
e, | fi mineral industry, there are other sources of wealth worth 
n. |™ | mentioning—e.g. the manufacturing industry, which is slowly 
th but continuously developing. The factories under federal 
S: taxation amount to 8,791, and they produce all articles demanded 
s, | by the necessities of civilized life. The oldest manufacturing 
e. |) | industry in Minas Geraes, is cotton weaving. In 1921 there were 
1g | | sixty-six factories with a capital of 32,805:000 $000, or £817,977, 
s, | employing 10,910 workmen and using 9,951 h.p. 
ts | Under the head of manufacturing industry ought to be placed | 
OF | | the contribution the State derives from the dairy business, as, 
a ; | fostered by the great cattle stock already mentioned, it has taken 
at | | | its due place asa source of public income. There are in the State | 
@¢ | — | upwards of 2,000 factories for milk products with an output in 
id | § 1923 of 22,783 tons of cheese, value 60,625:000 $000, and 11,456 
1€ | | tons of butter, value 61,804:000 $000, together = 122,429:000 $000 
ed |B | or £3,052,711. | 
re . | Finally, summary figures for leading industries during the 
a | | year 1923 (the latest available) are as follows :— 
ot | Agricultural Industry .. 1,237,575:000 $000 £30,858,372 
d | Rural or Animal Industry .. 815,003:000 $000 £20,321,732 
ly | Manufacturing Industry .. — 310,493:000$000 £7,742,004 
1. | Mineral Industry .. 5% 283,486:000 $000 £7,068,594 
e 2,646,557:000 $000 £65,990,702 
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Public Utilities in Brazil 





S is well known, British capital has for many years been 
an important factor in the industrial development of 
Brazil, and particularly of its Public Utilities. 

Among the different enterprises contributing to this develop- 
ment, not the least important is the group of subsidiary 
companies of the Brazilian Traction, Light & Power Co., Ltd., 
a Canadian corporation with its Head Office in Toronto, and 
with assets of nearly $329,000,000—as shown by its latest report 
for the year 1928. 


The ‘ Brazilian Traction” is a holding company and, 
therefore, does not itself operate in Brazil, and the services 
are furnished by the following subsidiary companies, forming 
what is often referred to outside Brazil as the Brazilian Traction 
Group, but known in Brazil as the “ Light.” 


The principal companies of the group are :— 


1. The Rio de Janeiro Tramway, Light & Power Co., Ltd., 
furnishing electric lighting and power services in the city of 
Rio de Janeiro and the neighbouring municipalities in the State 
of that name, and also transportation services in the city of | 
Rio itself. 


2. The Sao Paulo Tramway, Light & Power Co., Ltd., and | 
the Sao Paulo Electric Co., Ltd., furnishing electric lighting, 
power and transportation services in the city of Sdo Paulo and 
the surrounding municipalities. 


3. The Brazilian Telephone Company, furnishing local and 
inter-urban service in the principal cities and towns throughout 
the States of Rio de Janeiro and Sao Paulo, and in a considerable | 
portion of the State of Minas Geraes, as well as in the State 
of Parana. 


4. The City of Santos Improvements Co., Ltd., which | 
operates the electric lighting, power, transportation, gas and 
water services in the city of Santos and the neighbouring town 
of Sao Vicente. | 
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PUBLIC UTILITIES IN BRAZIL—continued. 


In addition to the foregoing, gas is supplied in the city of 
Rio by the Société Anonyme du Gaz, and in the city of Sao 
Paulo by the San Paulo Gas Co., Ltd. 


To give an idea of the extent of these operations, it may 
be stated that the territory served by the associated companies 
is inhabited by about 40 per cent. of the total population of 
Brazil, and includes the principal cities and ports of the country, 
as well as the principal manufacturing centres. 


The following table illustrates the growth of the services 
of the associated companies in the last ten years, excluding, 
however, the City of Santos Improvements Company, which 
became associated with the group at the end of 1928 as a result 
of the purchase by the Brazilian Traction Company of the 
common stock of the Santos Company :— 


Traction Electrical neu 
pH “ Gas Sold 
Services. Energy Cubic 
Passengers Sold 
Carried Kw. Hrs. 


Telephone 


Satese Subscribers 


283,682,656 313,607,000 48,241,000 47,042 


626,140,322 721,437,000 96,127,000 99,155 


| The importance of the ports of Rio and Santos can be 
| judged by the following figures of the total Imports and Exports 
| during the year 1928 :— 

IMPORTS—1928 Exports—1928 


Per cent. Per cent. 
Contos of Total Contos of Total 


| Rio—Santos .. a »» 2,955,049 79°97 2,680,366 67°51 
Others .. ‘a a a 739,941 20°03 1,289,907 32°49 








Totals .. ns .. 3,694,990 100°00 3,970,273 100° 00 








The outstanding position of the Brazilian Traction group 
of companies in Brazilian hydro-electric development is demon- 
strated by the following excerpts taken from a recent number 
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PUBLIC UTILITIES IN BRAZIL—continued. 


of the ‘“‘ Commercial Intelligence Journal ’’—an official publica- 
tion of the Dominion Government at Ottawa :— 


Compared with the present water-power development of Canada of 
5,328,000 h.p., the official figure of 600,000 h.p. developed in Brazil appears 
small. However, roughly 65 per cent. of the development is concentrated 
in an area about the size of Nova Scotia, centering around the cities of Rio de 
Janeiro and Sao Paulo. . . . In view of local conditions, the power develop- 
ment in this area is phenomenal. The growth in the use of electric power 
is, moreover, rapid, and the available power ample. 

For the whole of the country, according to the preliminary survey of the 
Geographical Service of Brazil, available power is estimated at 12,879,000 h. p. 
for minimum flow conditions. Most of this is, unfortunately, located in 
sparsely populated interior areas where it must be re garded as future reserve. 

For practical purposes, the only locations suitable for important 
dev elopment are near the coast, where the population is sufficient to supply 
a market for electricity .... By far the most interesting area is that 
mentioned above as centering on the cities of Rio and Sao Paulo (including 
Santos) and the intermediate country, as 50 per cent. of the total population 
of Brazil is located within 500 miles of Rio de Janeiro. It is here that the 
well-known Canadian company—The Brazilian Traction, Light & Power Co., 
Ltd.—operating through their subsidiaries, have concentrated their efforts 
during the last thirty years... . 


In developing 380,000 of the country’s estimated total 
present development of 600,000 h.p., the companies forming 
the group have had in view future needs. 


Of the principal hydro-electric developments supplying the 
areas served the following may be mentioned :— 


RIO DISTRICT : 
Ribeirao das Lages_ .. - - oe .. 57,200 h.p. 
Parahyba (Ilha dos Pombos). . is ‘is .. 57,200 h.p. 


The latter development can be increased when necessary 
to over 150,000 h.p., of which another unit of 40,000 h.p. is 
now being installed. 


SAO PAULO DISTRICT: 
Parnahyba me ag ta a = .. 23,500 h.p. 
Sorocaba es - ‘ a “a -» 71,500 h.p. 
Rasgao .. - 22 x a a -. 30,000 h.p. 
Serra do Cubatio - as “ = .. 78,000 h.p. 


capacity will be installed at an early date, and the potential 





| 
In the last mentioned, an additional unit of 60,000 h.p. | 
| 
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PUBLIC UTILITIES IN BRAZIL—continued. 


| capacity is not less than half a million h.p. It is, therefore, 


abundantly clear that future potential needs of the area served 


| are amply provided for. 


| Of the individual plants, the latest is the famous Serra do 
| Cubatao project, operating under a 2,400 ft. head which, though 
supplying large quantities of power, is not completed. 


That project includes twelve reservoirs, formed by nineteen 


| dams and covering 350 square kilometres of surface, and will 
| hold when completed a reserve of 2,400,000,000 cubic meters 
| of water—3,600,000,000 reserve kw.h. The generating capa- 


| city of the Cubatao power house, which is located at the foot 


of the coastal plateau between Sao Paulo and Santos, 15 kilo- 
metres from the latter city, can be increased to more than 
500,000 h.p. when occasion demands. 


The territory of the group is well covered by the network 
of mains supplying the different services furnished by the 


| companies, and extensions are constantly in progress to supply 
| the increasing demands. 


Automatic telephone service is now given in sections of 


| the city of Sao Paulo. The system has been completely 
| successful, is popular with the public, and is already being 
| installed in the city of Rio and elsewhere in the area served by 


| 
| 





| the company. 


It may fairly be claimed that the services of the company 


_ are and have been an integral and important factor in the 


development of a great country, the future of which holds out 


| possibilities unsurpassed by any other country in the world. 


The President of the Brazilian Traction Company is 


| Mr. Miller Lash, K.C., of Toronto, who last year succeeded 
| Sir Alexander Mackenzie. Although he resigned the Presidency 
| on account of ill-health, Sir Alexander Mackenzie remains as 4 
| Director, thereby assuring to the company the benefit of his 
_ advice, with the advantage of his great knowledge of the 


enterprise, and of Brazil. Mr. Miller Lash for many years has 


| been intimately associated with the affairs of the company, and 


is a well-known figure in Canada. 











| 
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The Finances of the State 
of Bahia 


ASSETS AND LIABILITIES. 


HE Balance Sheet of the Treasury shows that, on December 31, 1928, the 
on of the State Treasury amounted to Rs. 173,259:865$107, not only 

covering the liabilities, which latter figure at Rs. 120,806:159$217, but 
showing a credit balance of Rs. 52,453:705$890. 


RESOURCES OF THE STATE. 


From the items set out in the Assets may be singled out those referring 
to Real Estate (Rs. 35,281:811$250), and Industrial Estate (Rs. 88,576:164$626) 
—totalling (Rs. 123,857:975$876). These constitute the more solid part of the 
capital of the State and offer a safe basis for all possible and probable financial 
projects. Moreover, they represent certain items which, if well maintained 
and constantly improved, will continue to maintain their value. 


These two items of the assets, in themselves, provide a surplus over total 
liabilities. Meanwhile, the Nazareth Railway Line, which appears under the 
heading of Industrial assets, has great economic importance, not only because 
it figures prominently in the Balance Sheet, but also (and chiefly) because it 
adds greatly to the value of the territory which it serves. 


This railway line is nominally valued at Rs. 80,000:000$000, but if we bear in 
mind that it already possesses 288,965 kilometres of line, some new and some 
recently overhauled, it would be no exaggeration to value it at Rs. 86,689:500$000. 
Its net revenue continues to grow, and from next year onwards it will probably 
add to its revenue sufficiently to enable the work of extension to be undertaken. 

Foreign Debt—On December 31, 1927, the foreign debt of Bahia was 
represented by the following items :— 

English Loans. £ 
1904 .. we ~< ar ae ea 975,080 
I9I3 .. os oe ‘vs - . 975,980 
1915 (Funding) - nis ne ea 644,280 
1918 (Funding) ne ea as ‘e 333,598 
Coupons due but unpaid .. ea a 338,500 


Total English loans + -» 3,267,438 
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THE FINANCES OF THE STATE OF BAHIA—continued. 








French Loans. Frs. 
1888 — ey as ne a es 6,522,000 
IgIo bs és a 8 ae .. 41,708,500 

Total French loans iia aa .. 48,230,500 

At the fixed exchange. Rs. 
English loan ae ‘i a .. 133,121:967$140 
French loan .. — a de .. 15,916:065$000 

Total foreign debt .. ahs .» 149,038:032$140 





It would be as well to give an explanation here of the item “‘ coupons due 
but unpaid.’’ When, in 1923, the Government found itself unable to comply 
with the Funding arranged in 1918—to meet the deferred obligation of 1915— 
it was compelled to obtain a new Moratorium from the Ethelburga Syndicate, 
Ltd., of London. It undertook to remit annually to European bondholders a 
minimum sum of Rs. 6,000:000$000, in monthly instalments of Rs. 500:000$900, 
from October 1, 1923, to October 1, 1927. The idea was that, at the actual 
prevailing éxchange rates, this annual payment would suffice for both accrued 
and accruing interest, so that on October 1, 1927, the State would be able to 
renew the service of its foreign debt. But the English pound appreciated, 
while the French franc depreciated. Consequently, while the French interest 
was paid punctually in full, the interest on the English loans fell in arrears. 
For this reason, when the last Administration came to an end, the arrears 
were £338,500. 


Now the Funding of 1923 stipulated that if the overdue interest had not 
been met, the deficit would be converted into Bonds of the same kind, the same 
interest, due dates, etc. The Government, therefore, made the Contract of 
January 10, 1928, by which the conversion was carried out, by the Consolidation 
5 per cent. Loan of the State of Bahia of 1928. There was actually no new 
funding, but merely the carrying out of that of 1923. 


Finally, the Foreign debt of the State was carried forward to the financial 
year 1928, at the above amounts of £3,267,438 4s., and Frs. 48,230,500—i.e. 
Rs. 149,038:032$140. During the financial year 1928 the interest payments 
and amortization of the Treasury Bills were made regularly—the Government 
spending Rs. 11,447:677$500. This redemption and the cancellation of the 
Debentures, which had not been issued in accordance with the agreement of 
1928, left the debt at December 31 as follows :— 





[continued 








THE FINANCES OF THE STATE OF BAHIA—continued. 


English Loans. £ 
1904 .. a aa .+ 975,080 
19I3__i«e aa ae .+ 975,980 
I9QI5-- es sa .. 644,280 
1918... nv ‘2 .. 245,344 (Now, June 1, 1929, £186,344). 
1928 ae ha as «- 335,711 


Total .. ie £3,176,395 (Rs. 129,312:686$290) 


French Loans. Frs. 
1888 on is és 6,519,000 
Ig10 ws es .» 41,696,500 


Total ‘a .. 48,215,500 (Rs. 15,Q11:115$000) 


In national currency the total debt is Rs. 145,223:801$290. Comparing, 
therefore, the figures as at December 31, 1927, with those for 1928, in the last 
financial year the foreign debt was reduced by £91,043, and frs. 15,000, or in 
national currency, Rs. 3,814:230$850. At the date of the present message, the 
reduction amounts to Rs. 5,021:475$600, through the partial redemption in 
January 1929 of a further series of Treasury Bills of 1918, which, amounting to 
£333,598 4s. at December 31, 1927, have now been reduced to {£215,692 2s. 

Lastly, the Government continues, with the greatest punctuality, to make 


the stipulated remittances of Rs. 780:000$000 per month, in order to provide 
the funds required for the half-yearly service. 


Consolidated Home debt.—The position of the Home debt as at December 
31, 1927, was as follows :— Rs. 
Sole loan issue .. aa es ie ‘5 3,535:000$000 
Popular loan issue (for redemption) .. ne 470:250$000 
Unification loan issue .. - - -. 57,677:000$000 


Total i es .. 61,682:250$000 


Sole Loan Issue.—Of the Sole Issue Loan of 1928, by the conversion into 
Bonds of the Unification Loan, there were redeemed 27 Bonds to the value of 
Rs. 27:000$000, the former series thereby being reduced to Rs. 3,508:000$000. 


Popular Loan issue——During the same financial year, 170 Bonds of different 
values of the Popular Loan Issue were presented for redemption to a total of 
Rs. 9:200$000, thereby reducing the respective balance to Rs. 461:050$000. 


[continues 
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THE FINANCES OF THE STATE OF BAHIA—continued. 


Unification Loan Issue——During the year 1928 (January to July), there 
were redeemed 3,519 Bonds of the Unification Loan, to the value of Rs. 500$000 
each one—i.e. Rs. 1,759:500$000; but, at the beginning of the year, 9,303 
Bonds, amounting to Rs. 4,651:500$000, had been issued, destined almost 
entirely for the work of extending the Nazareth Railway Line, as stipulated in 
the Contract with the Companhia de Viacdo Sudoeste da Bahia. 


After balancing the accounts, there remained, as at December 31, 1928, a 
State Debt of Rs. 60,569:000$000, which balance is now reduced to 
Rs. 59,864:500$000, as a result of the half-yearly amortization which took 
place in January last, which withdrew from circulation 1,409 Bonds, totalling 
Rs. 704:500$000. At the present moment, therefore, the consolidated Home 
debt amounts to Rs. 63,833:550$000. 


Floating Debt.—The Floating debt figures in the general balance sheet at 
the sum of Rs. 10,998:903$212. Compared with the respective figure for 
1927 of Rs. 7,466:138$029, in 1928 there was an increase of Rs. 3,532:765$183. 
Actually, however, traced to its source, there has been no real increase; as 
accounts for various important works carried out during the last months of 
that year, which were not duly closed at December 31, 1927, were all charged 
to the financial year 1928. 


The list of supplementary and extraordinary credits which appears in the 
report of the Secretary for the Treasury, contains the basis for this explanation. 


Receipts and Expenses—The economic expansion of Bahia guarantees us 
against the burden of the above overdrafts on our future prosperity. The 
revenue of the State increases from year to year, and provides for the estimated 
budget expenses—this is well shown by the figures for the three last financial 
years :— 


1926 Rs. 
Estimated revenue wl a ‘a ..  47,716:950$000 
Revenue collected i a ee .. 50,257:589$536 

Surplus collected .. cl “a 4 2,540:639$536 

1927. 

Estimated revenue oe ti Ry .. 55,368:950$000 
Revenue collected ‘3 wi it ..  63,853:999$405 

Surplus collected .. ‘i “A ‘e 8,485:049$405 

1928. 

Estimated revenue a Si Re -»  59,399:400$000 
Revenue collected va ia Ks ..  70,722:049$092 
Surplus collected .. - - .. I1,322:649$092 
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THE PORT OF SANTOS 





sheltered, on the margins of which the city of Santos 

has been built. The basin communicates with the 
ocean through a direct natural channel, which has a length 
of about 54 kilometres. Both the port and the channel allow 
of the free entry of the larger steamers which call at South 
America, such as Cap Arcona, Julio Cesare, Conte Verde, 
Alcantara, etc. . 


7 a port is formed by a natural basin, completely 





The mooring quay has a total length of 4°7 kilometres on 
the side of the city. It is equipped with the most modern 
appliances and continues to develop in order to keep pace with 
the constant increase of traffic. It possesses special mechanical 
gear for the transport and loading of coffee and bananas, as 
well as for the loading of corn, grain and coal. It has ample 
roads and railway lines, which ensure the efficient transport 
of the goods to be loaded or unloaded; and the trucks of the 
Sao Paulo Railway Company can, without difficulty, bring or 
fetch goods from or to any point on the quay. Its spacious and 
numerous warehouses, moreover, can store all the cargoes that 
are imported or are awaiting export. It possesses large cold 
storage facilities, as well as tanks for fuel oil. At present 
there are, in course of being completed, on the margin facing 
the city, complete installations for receiving inflammable goods. 
The port also has an extension of 300 lineal metres of quays 
and tanks for the warehousing of gasoline and other commodities, 
together with railway lines, cranes, and every necessary protec- 
tion against fire. By means of a ferry boat, the railway trucks, 
as well as every other class of vehicle, can reach the depéots 
for the storing of inflammable goods. 





[continued 








rt 








bal 





THE PORT OF SANTOS—continued. 


The “hinterland”’ of the port of Santos shows enormous 


| developments recently. It includes the whole of one side of 


Sao Paulo and large portions of Minas Geraes, Goyaz, Matto 
Grosso, and Parana. Santos is certain to become in future the 


| most important port for the traffic of the valuable merchandise 


| coming from and going to Paraguay and Bolivia, as soon as the 


railway lines which are being built for that purpose have been 


| completed. 





The traffic of the port is handled on similar lines to that of 


| the port of London. The Port Authority in Santos is a 


Brazilian Company working under a concession granted by the 
Imperial Government of Brazil in 1888. This company 
carries out all the work of the port and also has charge of all 
the traffic. 


Compared with the other important ports of Brazil, again, 


| Santos has the record for efficiency of working and the cheapness 


of its rates. 


The diagram on page 434 shows the growth of the traffic in 
recent years and the probable curve of development in the 
tonnage of merchandise shipped to this great Brazilian port. 


The table indicates the chief articles of export and import, 
together with their respective volume, as shown by the figures 


| for 1928. 


The port of Santos offers splendid opportunities for future 
development. According to the studies already made and the 


| projected plans, which have already received the approval of 


the Brazilian Government, the line of mooring quays can be 
extended as may be required up to 33 kilometres in length. 
This will enable the port to deal with 33,000,000 tons per 
annum—i.e. a volume of traffic ten times greater than that 
ot 1928. 





| 
| 
| 
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THE PORT OF SANTOS—continued. 


DOCK COMPANY OF SANTOS 


List SHOWING THE IMPORTS 


Coal 

General goods 

Wheat 

Cement 

Iron and steel 

Oil a 
Machines and fittings 
Corn fiour “A 
Kerozene and Gasoline 
Hardware 


Drugs and chemical products 
Pulp for the manufacture of paper 


Paper. . 

Jute ‘ bis 
Electrical material .. 
Alfalfa 


General goods 

Sugar. . 

Salt 

Cotton wool .. 

Rice 

Onions 

Sweets 

Lard . 

Potatoes 

Various textiles 

Coco .. 

Alcohol ; 
Flour of Mandioca .. 
Tobacco 

Coal ari v 
Dried and salted hides 
Dried meat 

Leather 


DIRECT 
Tons 


143,636,251 
129,919,119 
118,329,452 
93,803,607 
85,890,587 
74,420,530 
52,926,130 
29,924,045 
27,080,685 
17,298,929 
16,060,531 
6,408,904 
4,357,513 


COASTING TRADE 
210,930,295 
136,120,146 
85,136,048 
19,151,215 
19,069,274 
17,610,616 
12,416,862 
11,345,092 
11,024,347 
5,420,540 
4,415,391 
3,807,967 
3,195,960 
2,463,380 
1,265,820 
902,730 
145,473 
54,244 


INTO THE PORT OF SANTOS FOR THE YEAR 1925 


Tons 


1,831,811,160 


534,476,000 
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2,366,287,1600 


Total Imports 
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THE PORT OF SANTOS—conilinued. 


DOCK COMPANY OF 


SANTOS 


List SHOWING THE EXPORTS FROM THE PoRT OF SANTOS FOR THE YEAR 1928 


DIRECT 


Coffee 

Bananas 

Frozen meat.. 
General goods P 
Cotton cakes (Oil cakes) 
Dried and salted hides 
Oranges 

Castor 

Various textiles 
Timber 

Cotton 

Tallow 


Various grain 


COASTING TRADE 


Various goods 
Vehicles and fittings 
Beer, etc. 

Various textiles 
Hardware 

Drugs 

Empty sacks 

Enamel ware, etc. 
Footwear 

Tobacco 

Coffee 

Hats - 
Canvas and sail cloth 
Furniture 

Mineral waters 


Total Exports 


Tons 


23,188,466 
13,843,025 
6,413,308 
3,546,114 
1,780,340 
128,821 
98,526 
59,377 
12,298 
1,273 





69,725,988 
7,892,187 
7,840,147 
6,936,040 
3,398,993 
3,262,399 

26, 
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20,9 
320,723 
319,111 
258,845 
236,388 
176,391 
87,680 


Tons 


105,780,660 





817,522,180 
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> THE PORT OF SANTOS—continued. 
tn lhe Tort of Santos 
1892 - 1926, 


and as estematled te 1937 


=— “SEER 
t=" 


SS ORAS RE EEE eek 




















= 
CCA 
HHH 
HH 
CEyT Ty] 








Relations with Brazil 


While American economic influence has replaced British economic 
influence to a great extent in almost every Latin-American country 
since the war, the change in our relations with Brazil was comparatively 
moderate. A considerable part of Brazilian loans after the war were 
issued in London. This market supplied the funds required for the 
coffee valorization, as the American Government vetoed the issue of 
loans for that purpose in the United States. While the control of a 
number of industrial, transport, and other public utility companies in the 
Argentine and Chile passed from British to American hands, our share in 
Brazilian enterprise did not materially diminish. Banking relations 
between Rio de Janeiro and London are as close asever. The Stabilization 
Office, which was established for the purpose of carrying out the currency 
reform, has opened a branch in London, in conjunction with the 
Brazilian Treasury Delegation which has been in existence in London 
for many years, and which has been in charge of the administration of 
all Brazilian external payments. It is the intention of the authorities 
to keep a permanent gold reserve in London. 
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The Banker: Insurance Section 


Insurance in Brazil 


By an Insurance Correspondent 


HE oldest national insurance company at present 

operating in Brazil is the ‘‘Argos Fluminense,” 

which was founded in Rio de Janeiro in the 
year 1845. 

About the time of the formation of this company 
foreign offices began to take an interest in the country, 
and the ‘‘ Royal” appointed agents in Rio de Janeiro in 
1846. From then onwards other foreign insurance 
companies, mostly British, have opened agencies, while 
a number of new national companies have been 
formed. 

About 1860, the Government seems to have begun to 
note the development of insurance as a regular industry 
in the country, and foreign companies were required to 
obtain special Charters to enable them to operate. These 
required the companies to make small deposits as a 
guarantee to the companies’ policy-holders, the deposit 
in the case of the first companies from abroad amounting 
to Rs. 10:000f000. The earliest Charter given to a 
foreign company is dated February 18064, and is held by 
the ‘‘ Royal.”’ 

Until the year 1901 the companies operated in perfect 
freedom within the conditions of their original Charters, 
but in that year a law was introduced imposing restrictions 
and calling for increased deposits of Rs. 200:000$000 
from each company. As a result of this law the majority 
of the foreign companies left the country, although a 
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number of them continued to cover Brazilian risks by 
policies issued in England. 

In December 1903 a further law was passed, which, 
in addition to establishing the amounts of the initial 
depo it required for a foreign company, also provided 
that no company, national or foreign, should accept on any 
one risk more than the equivalent of 40 per cent. of its 
paid-up capital. In the case of foreign companies their 
deposits were regarded as paid-up capital for the purpose 
of calculating this limit of acceptance. This law also 
contained an article to the effect that companies already 
operating at the time when the law came into force were 
to be allowed to continue their operations subject to the 
laws that were in force at the time when they began, and 
to the conditions of the Charters by which they were 
originally authorized to work in the country. 

In view of this article certain of the foreign companies 
who, although they had ceased direct operations in the 
country as a protest against the law of Igor, had not 
withdrawn their deposits nor had their original Charters 
cancelled, decided to re-enter, and they have continued 
to this day more or less under the conditions of their first 
Charters. 

The law of 1903 also provided for the establishment of 
a Government Office, under the Finance Ministry, known 
as the Inspectorate of Insurances, whose duty it was to 
supervise the operations of all companies, national and 
foreign, and this office is still in existence and performs 
a function of undoubted utility. 

From 1903 until 1920 no new insurance laws or 
regulations were issued, but in the latter year a new set 
of regulations came into force, which governs the opera- 
tions of the companies at the present time. Amongst the 
more notable features of these regulations are the 40 per 
cent. limit of acceptance, already referred to above, and 
an article prohibiting the placing of insurance abroad on 
property situated anywhere in the Brazilian Republic. 
This prohibition also applies to reinsurances, unless such 
reinsurances be placed with foreign companies already . 
authorized to operate in the country, and then only if 
the transactions are made through the Brazilian represen- 
tatives of such companies. All Fire and Marine insurance 
premiums are subject to a tax of 5 per cent., plus stamp 
duties on the policies amounting to approximately another 
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THE COMPANHIA ALLIANCA 
DA BAHIA 





| Tia Companhia Allianca da Bahia, with its Head Office 


in the Capital of the State of Bahia, Brazil, where it 
was established in January 1870 for the exploitation 


| of Marine Insurance, after modifying its Articles of Association, 
| extended its operations in 1871 to Land Insurance. At present, 
| judging by its ever-increasing and systematic development, it is 


the largest Insurance Company in Brazil, and its pre-eminence 


| over other similar companies in the whole of South America 
_ is well merited. 


Its organization extends throughout the whole of Brazil, 


| possessing agencies and sub-agencies in the capitals and 


principal cities of the interior of the States of Brazil, and 


_ abroad it has a branch in Montevideo, in the Republic of 
| Uruguay. 


Its capital is, at the present moment, Rs. 6,000; ooo$o000, 
fully paid up, and the shares of a nominal value of Rs. I ; oo0f000 
have a market value of Rs. 3; 10o$000. 

Since 1917 the Company has distributed an annual dividend 


_ of 20 per cent. 


For the period 1870 to 1928, in periods of approximately 


| IO years, its assets are revealed by the following figures, which 


clearly show its present prosperous condition and also the 
intelligent and exceptionally capable way in which its manage- 


| ment continues to conduct the destiny of this important 


Brazilian concern. 


TOTAL ASSETS Rs. 
1880 (10 years after its establishment) .. 184 ; 450$690 
18go .. ia én es ‘es re 266 ; 675$840 
1990 .. 3 oe a nr As 839 ; 246$940 
Ig09 .. wi ‘i bi i .. 3,472; 849$110 
1920 .. ba 5s es es -» 15,409; 980$140 
1928 asa -» 39,415 ; 092$656 


| The Maritime and Land Liabilities assumed by the Company | 
| during the financial year 1928 reached the considerable sum of 


Rs. 3,423,423 ; 824$030. 
The General revenue of the Company in 1928 reached 
Rs. 18,550;774$010, whilst the claims met amounted to 


Rs. 7,289 ; 361$934. 


The Superior Council of the Companhia Allianga da Bahia 


| is composed of Francisco José Rodrigues Pedreira (Chairman), 


José Maria Souza Teixeira, and Bernardino Vicente de 
Araujo, who are Directors. 
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5 per cent., and reinsurance policies must pay the same 
tax and one-half of the stamp duty. 

As in most other countries, the tendency in Brazil is 
towards increasing official intervention in insurance 
affairs; and while no new regulations have been brought 
into force since 1920 several projects have been brought 
forward by Congress from time to time. At the end of 
1925 a new decree was actually passed by Congress and 
sanctioned by the President, under which the limit of 
acceptance was reduced to 20 per cent. and further onerous 
conditions imposed upon all companies. Owing to the 
strong protests of the insurance companies, however, this 
decree was suspended and has never been brought into 
force. 

About two years ago the Government nominated a 
special Commission to study and report on the question 
of insurance regulations as a whole. The Commission 
has not yet reported, but it is still in existence and is 
expected to report in due course. It is not possible at 
the present time to predict on what lines this is likely 
to run. 

Statistics are not available for the years 1927 and 
1928, but the following figures represent the premium 
income of the companies during the previous five years in 
respect of what are known in Brazil as “‘Land and Mari- 
time insurances.’ This description covers all classes of 
business except Life and Workmen’s Compensation :— 
National Rs. 33,880;$000 44,771;$000 53,425;$000 64,982;$000 63,168;$000 
Foreign Rs. 22,838;$000 25,925;$000 26,924;$000 30,721;$000 33,634;$000 

It will be seen from these figures that whilst the foreign 
companies have, in the aggregate, increased their income 
during the period covered, their percentage of the total 
income has fallen off—this in spite of the fact that whereas 
in 1922 there were only 18 foreign companies operating, 
in 1926 they numbered 28. The national companies in 
1922 totalled 42, and there are now 45, excluding purely 
Life Offices. There are 28 foreign companies operating 
at the present time, of which 16 are British. 

Only one company—an Italian concern—transacts, 
Life business, for which a special deposit is required, the 
rest of the foreign companies confining their operations 
to the so-called “Land and Maritime” classes of 
business. 

The remainder of the Life business of the country is at 
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The “ SOUTH AMERICA” (“SUD AMERICA’’) 
Life Insurance Companies of Rio-de-Janeiro, 
Buenos Aires and Santiago-de-Chile 


N 1895, Mr. Joaquin Sanchez de Larragoiti, who, for many years previous, 

had been general manager for the Spanish-American. Department of the 

New York Life Insurance Company, founded, jointly with Mr. Justus 
Wallerstein and with his son, Mr. Antonio Sanchez de Larragoiti, the “‘ SUL 
AMERICA, Cia Nacional de Seguros de Vida ”’ in Rio-de- Janeiro, Brazil. 

A few years after, branch offices of the Company were organized in Buenos 
Aires, Santiago-de-Chile and Lima, and in 1922 the Company also opened up a 
branch office in Madrid. 


Soon the Company became the leading South American life insurance company. 


In 1923 the Argentine branch was transformed into a separate Argentine 
company, under the presidency of Dr. Antonio Robirosa, and when, in 1924, the 
New York Life Insurance Company, which had been operating in South America 
for over 40 years, decided to cease doing new business there, its entire business in 
force in the Argentine was transferred to the Argentine ‘‘Sud America,” and its 
entire business in force in Brazil and Chile was transferred to the Brazilian ‘‘Sul 
America.” 

The Chilian branch of the Brazilian company has now also been transformed 
into a national (Chilian) company, under the presidency of Mr. Francisco Bulnes. 


FIGURES OF epee “Sup AMERICA.” 
Business in force on December 31, 1928 .. ‘ im .. $166,118,519 m/L, 
or more or less 35 per cent. of the ratte life insurance in force in 
the Argentine Republic. 


Annual premium income .. oa ‘i se oa ne oe $8,500,000 _,, 
Assets : Say Si in oa ne aa $33,800,000 _,, 
Paid-for new busines ss in 1928 oe di <a - ais as $29,000,000 _,, 


FIGURES OF BRAZILIAN ‘“‘SUL AMERICA” 
contos of reis 


Business in force on March 31, 1929 : 1,250,000 
or more or less 70 per cent. of the total life insurance in | force in B razil. 

Annual premium income .. - ie oi Sc os ee 62,700 
Assets ia ae oc ds - ana so 200,000 
Paid-for new business, April 1928/March 1929 .. — ee — 281,538 


FIGURES OF CHILIAN ‘“‘SuD AMERICA.” 
Business in force on March 31, 1929 ‘ . $214,000,000 m/c., 
or more or less 28 per cent. of the total life insurance in 2 force i inc hile. 
Annual premium income Sry ee a ~ re ba $1 
Assets - gee ula ur - i fii $32 
Paid-for new ‘beeksess, April 1928/March 1929 $5 


1,400,000 ,, 
2,883,790 
7,150,000 _,, 


A few years ago the Company became intimately associated with the LLoyp 
DE FRANCE—VIE (life insurance) and the LLtoyp DE FRANCE—Tovus RISsQUES 
(fire insurance) of Paris. 

In 1913 the Brazilian company founded the “ ANGLO- SuL-AMERICANA”’ fire 
and marine insurance company, of Rio-de-Janeiro, whose name has since been 
changed to ‘Sut AMERICA,” TERRESTRES, MARITIMOS, ACCIDENTES. This Com- 
pany has rapidly become one of the leading fire insurance companies of Brazil. 


In 1927 the Argentine company acquired a controlling interest in the 
“ATLANTICA” fire insurance company, of Buenos Aires, whose name has sub- 
sequently been changed to ‘‘SuD AMERICA,” TERRESTRE Y MaritimMas. This 
Company is one of the principal companies of its kind in Argentina. 
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present in the hands of national companies, one of which 
does about 60 per cent. of the total insurances written. 
A Canadian company obtained a Charter to operate in 
Life business recently, but never commenced operations, 
and has since withdrawn from the country. 

Workmen’s Compensation insurance is also in the 
hands of national offices only, and, as in the case of Life 
Assurance, this class is called upon to put up special 
deposits. Somewhat strangely, the Inspectorate of 
Insurances has no control over the Workmen’s Compensa- 
tion operations of the companies, which are under the 
supervision of the Ministry of Agriculture. 

There are two distinct tariff bodies in existence, the 
Association of Insurance Companies, which is purely 
national, and the Fire Offices Committee (Foreign) group, 
which, in addition to all the British companies, includes 
the French, Italian, and American offices, one German 
company and two nationals. Between these two bodies 
a number of tariff agreements have been made during 
the past five or six years, most of which are still in force ; 
but the tariff situation at the moment is in a state of 
uncertainty owing to a law passed in June of last year 
requiring the establishment for all companies of official 
tariffs of minimum rates of premium. These official 
tariffs, some of which have already been brought into 
force, are now said to be illegal since they were issued 
without the formal approval of the Minister of Finance; 
but until the doubt on this point has been disposed of they 
are being observed by the companies more or less in the 
form of voluntary agreements. 

Apart from the taxes on premiums and the stamp 
duties, already referred to above, insurance companies are 
subject to other State and Municipal taxation varying in 
each state and city. These taxes are constantly increasing, 
and in most states they are more than double what they 
were five years ago. 

In the principal cities good fire brigades are generally 
to be found, but almost without exception the advantages 
of good material and well-trained personnel are offset by . 
inadequate water services. Fortunately, the standard of 
building construction is such that great conflagrations are 
unknown, but a very high percentage of the annual 
number of fires result in total losses, for which the lack 
of high water pressure is a great deal to blame. 
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The Investment Value of 
Insurance Shares 


HARES of first-class British insurance companies. 
S possess great attractions, for they can adequately 

be described as gilt-edged in all except name; the 
large British companies have world-wide ramifications, 
and their financial position is of unassailable strength. 

Ordinarily, prices of insurance shares are fairly high, 
and in consequence yields are low, since the market 
is usually reflective of the remarkable prosperity main- 
tained by the various companies. Often, however, when 
the market is dull, it is affected by conditions which have 
nothing to do with events in the insurance world, and in 
such circumstances the weakness of insurance shares is 
more apparent than real. 

At periods when there is a shrinkage in the supply of 
funds available for investment, owing to,seasonal financial 
demands upon the public, the market trend of insurance 
shares is invariably adversely affected, while such shares, 
in common with gilt-edged stocks, are particularly sus- 
ceptible to political and international influences. This 
year, for instance, between the end of January and the 
end of June, monetary and other outside influences 
outweighed internal influences, so that there was a decline 
of 25°5 per cent., or £23,753,284, in the aggregate value of 
shares dealt in on the Stock Exchange. 

During the two years 1927-28, the market in the 
main was both active and strong, capital values advancing 
in ratio by 74°5 per cent., and in amount by £67,182,046. 
This was followed in January last by a further rise of 
slightly over 7 per cent. In July last, following the 
slump in the preceding five months, there was a welcome 
turn of the tide, an appreciation of 2°6 per cent. taking 
place, but the ratio at the end of July was 28°5 per cent. 
below the highest ever yet recorded, which occurred in 
September last year. August opened in dull fashion, 
chiefly owing to Bank Rate uncertainties, but with the 
position in that respect somewhat clarified, the market 
again went ahead, and now the outlook is much more 
promising. 
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It is important that cognizance should be taken of 
the before-mentioned market movements, because they 
afford an indication of the present substantial scope for 
capital appreciation. Investors should not overlook the 
fact that insurance companies are able to provide the 
major portion of the cost of their dividends out of net 
interest revenue. Thus trading profits are left mainly 
in the business, and are available for swelling the reserves. 
This is most satisfactory and accounts largely for the 
enhanced prosperity of the offices. It means, moreover, 
that with a continued expansion of business, and a 
resultant inflow of new funds for investment, the sources 
of dividends are enlarged, and, therefore, the possibility 
of increased rates of distribution. 

There is, moreover, never any question of a first- 
class insurance company passing its dividend. Even in 
the disastrous coal strike in 1926, when the life offices 
so opportunely came to the rescue of many policy- 
holders who were unable to pay their premiums, and 
would otherwise have had to forfeit their policies, those 
offices were still able to earn good profits by reason 
of their wide connections. Hence, there is a very 
marked difference between an insurance company and an 
ordinary commercial or trading concern. 

The handsome rates of bonus which the life offices are 
able to allot to participating policyholders illustrate the 
prosperity of those offices, and the substantial surplus 
profits earned by them. Dividends declared by com- 
posite offices are paid—or the biggest part of them—out 
of the interest earned on the funds in the fire, accident 
and general, and marine departments. For the past 
decade and more, heavy losses have been sustained on 
marine business, yet those losses have not affected 
dividends. The explanation is that the companies have 
such widespread connections that bad results in one 
department do not seriously affect the structure as a 
whole. 

Finally, insurance directors inspire confidence among 
the investing public by the uniformly sound policy. 
adopted inregard toinvestment of funds, andall the Boards 
include directors who are experts in finance who can 
take full advantage of opportunities. For all these reasons, 
- then, insurance shares merit careful attention by investors. 
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Bank Meeting 
STANDARD BANK OF SOUTH AFRICA, LIMITED 


HIGHLY SATISFACTORY RESULTS—INCREASED BONUS DISTRIBUTION 


meeting of the Standard Bank of South 

Africa, Limited, was held on July 24, 
at the Cannon Street Hotel, London, Mr. 
William Smart presiding. 

The chairman, in moving the adoption of 
the report and accounts, said: The recent 
issue of shares has brought the subscribed 
capital to £10,000,000 and the paid-up capital 
to {2,500,000, while the reserve fund has 
been increased by £270,835, representing the 
premium of £5 on each of the new shares. 

I think you will agree that the balance- 
sheet before you reflects a very sound position, 
showing, as it does, that over 20 per cent. 
of our liabilities for note circulation and 
deposits is held in cash and remittances, while 
more than 15 per cent. is represented by 
bills of exchange and a further 10 per cent. 
by investments. 

Evidence of satisfactory expansion is given 
by an increase of just over {2,000,000 in our 
deposits and a little more than £3,000,000 
in bills discounted and advances, while the 
larger total of customers’ bills for collection 
accounts for another {1,000,000 of the 
increase in our total balance-sheet figures. 

It is interesting to compare the total of 
£71,760,150 in the balance-sheet now pre- 


T= one hundred and sixteenth ordinary 


sented with the figure of {202,728 shown in 
the first balance-sheet of the bank as at 
June 30, 1863. 

Our net profits for the year amounted to 
£621,466, being an improvement of about 
£25,000 on last year’s figures, and, in view of 
the fact that at March 31 the money for the 
new shares had been earning revenue for 
three months only, the result of the year’s 
operations may be regarded as highly satis- 
factory. 

Adding to the profits the amount brought 
forward from last year’s accounts, we had a 
total of £753,565 for disposal. An interim 
dividend amounting to £156,041 was paid in 
January, and, after appropriating £100,000 
to writing down bank premises account, 
there is available a balance of £497,523, which 
your directors recommend to be disposed of 
by adding £125,000 to the pension fund, as 
before, and by the payment of a final dividend 
of 7s. per share, together with a bonus of 3s. 
per share, leaving a balance of £122,524 to be 
carried forward to the next account. 

The directors are pleased to be in a position 
to recommend the small increase in bonus, 
which makes our final distribution an even 
10s. per share. 

The reports and accounts were adopted. 








ASSURANCE CORPORATION LIMITED 


Assets Exceed £12000.000 


LIFE Established 1837 - FIRE & ACCIDENT 1885 
Chief Offices, PERTH & LONDON 








JAMES DUNNING & CO, LTD. 


TWENTY-TWO ABCHURCH LANE 


PUBLIC ISSUES OF BRITISH INDUSTRIALS 
REORGANISATIONS AND AMALGAMATIONS 
GENERAL FINANCIAL BUSINESS 


TELEGRAMS: 
MERCABANCO, CANNON, LONDON (incano) TELEPHONES 
* MERCABANCO, LONDON (rorcicn) ROYAL 6517 & 6518 








